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The  Canadian  Northern  flailway : 

Agent  of  National  Growth ,  1896  -  1911. 

Abstract . 

The  years  1896  to  1911  were  times  of  prosperity  and  rapid  economic 
growth  in  Canada.  A  factor  of  paramount  importance  in  this  prosperity 
and  growth  was  the  construction  of  extensive  new  railway  mileage  through¬ 
out  Canada,  parti cularly  western  Canada.  Among  the  new  railways  appear¬ 
ing  at  this  time  none  equalled  the  Canadian  Northern  Railway  in  expansion¬ 
ist  enthusiasm,  promotional  flexibility  and  ingenuity,  or  immediate 
operational  success. 

The  policies  followed  by  the  Canadian  Northern  promoters,  William 
Mackenzie  and  Donald  Mann,  were  openly  and  enthusiastically  expansionist. 
These  men  were  not,  however,  men  of  large  means.  They  relied  heavily 
on  government  assistance  to  bring  their  projects  into  being  and  an 
unofficial  partnership  between  the  railway  promoters  and  various  Canadian 
governments  developed.  Governments  agreed  to  guarantee  or  pledge  their 
own  credit  to  the  payment  of  principal  and  interest  on  Canadian  Northern 
bonds,  thus  allowing  the  railway  to  raise  large  amounts  of  capital  at 
low  cost.  In  return  the  railway  agreed  to  government  control  over 
freight  rates  and  to  substantial  rate  reductions.  In  effect  the  Canadian 
Northern  was  built  and  operated  by  Mackenzie  and  Mann  but  its  financing 
was  based  on  government  guarantees. 

In  the  1890fs  only  the  Manitoba  government  was  willing  to  offer 
such  bond  guarantees.  Regional  considerations  and  quarrels  with  federal 
railway  policies  were  of  very  great  importance  in  the  decision  of  the 
Manitoba  government  to  guarantee  Canadian  Northern  bonds.  This  made  the 
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Canadian  Northern  a  regional  railway  of  western  Canada  in  its  early 
years  —  an  agent  of  regional  growth  thwarting  the  alleged  restrictions 
of  federal  railway  policies.  The  Canadian  Northern  was  thereby  able  to 
establish  itself  so  firmly  in  western  Canada  that  its  opponents  could 
neither  dislodge  nor  destroy  it. 

The  ambitions  and  plans  of  Mackenzie  and  Mann,  however,  were 
national  and  transcontinental  from  an  early  date.  They  expanded  their 
operations  beyond  the  boundaries  of  western  Canada  as  soon  as  the  federal 
and  other  provincial  governments  could  be  persuaded  to  follow  the 
Manitoban  example  and  guarantee  railway  bonds.  In  the  years  before 
1911  Mackenzie  and  Mann  obtained  sufficient  bond  guarantees  to  make  a 
10,000  mile  transcontinental  Canadian  Northern  Railway  system  seem 
possible,  even  likely. 

The  rapid  growth  of  the  Canadian  Northern  was  in  part  the  product 
of  the  economic  expansion  of  the  Laurier  era.  It  was  also  an  important 
factor  which  made  this  growth  possible.  The  Canadian  Northern  was, 
in  short,  both  a  participant  in  and  a  cause  of  the  national  growth  of 
which  it  was  an  important  agent. 
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Note  re  Maps. 

In  the  case  of  railway  charters  acquired  by  Mackenzie  and  Mann 
or  the  Canadian  Northern  but  built  later  under  the  provisions  of  the 
original  charters  these  lines  are  shown  as  part  of  the  old  lines,  e.g. 
the  Winnipeg  Great  Northern  extension  to  The  Pas  which  was  built  under 
the  old  charter,  largely  because  of  the  provisions  of  the  land  grant. 

In  the  case  of  lines  acquired  by  Mackenzie  and  Mann  but  which 
were  themselves  the  product  of  earlier  amalgamations  or  purchases  the 
line  is  shown  as  it  was  when  acquired  by  Mackenzie  and  Mann,  e.g. 

The  Bay  of  Quint e  Railway  or  the  Quebec  and  Lake  St.  John  Railway 
which  were  themselves  the  product  of  earlier  amalgamations. 

Some  of  the  lines  shown  on  these  maps  were  not  completed  until 
after  1911.  For  a  statement  of  the  mileage  actually  operated  in  1911 
see  appendix  III. 
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Public  Archives  of  Canada  (R.  G.  33,  74)  and  at  the  Canadian 
National  Railways  Headquarters  Library. 

2.  Kearney  -  Canadian  National  Railways  Synoptical  History  of 
Organization.  Capital  Stock.  Funded  Debt,  and  other  General  Infor¬ 
mation  as  of  December  31.  I960,  compiled  by  A.  B.  Hopper  and 

T.  Kearney,  Accounting  Department,  Montreal,  1962.  Available  at 
the  Public  Archives  of  Canada  and  in  the  Canadian  National  Railways 
Headquarters  Library,  Montreal. 

3.  PAC  -  Public  Archives  of  Canada.  Unless  otherwise  indicated  all 
the  manuscript,  government  and  company  records  referred  to  are  in 
the  custody  of  the  Public  Archives  of  Canada  at  Ottawa. 

4.  PABC  -  Public  Archives  of  British  Columbia. 

5.  PAS  -  Public  Archives  of  Saskatchewan. 

6.  PAM  -  Public  Archives  of  Manitoba. 

7.  PAO  -  Public  Archives  of  Ontario. 

8.  Statutory  History  -  Robert  Dorman,  Compl.  A  Statutory  History  of 
the  Steam  and  Electric  Railways  of  Canada,  1836-1937,  Ottawa. 

9.  Stevens  -  G.  R.  Stevens,  Canadian  National  Railways ,  Vol.  2, 

Towards  the  Inevitable ,  1896-1922 .  Toronto,  1962. 

C.  N.  -  An  official  record  of  the  Canadian  National  Railways,  or  of 
one  of  its  predecessors.  These  are  numbered  in  the  order  they  were 
received  at  the  Public  Archives  and  Volume  numbers  are  given  in  all 
the  relevant  footnotes. 
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The  Canadian  Northern  Railway : 


Agent  of  National  Growth,  1896-1911. 

Introduction. 

In  1896  two  ambitious  and  astute  railway  contractors,  William 
Mackenzie  and  Donald  Mann,  obtained  charter  rights  and  built  100  miles 
of  railway  in  northeastern  Manitoba.  The  new  railway  was  designed 
to  bring  rail  service  to  the  hitherto  isolated  and  sparsely  settled 
Dauphin  area.  It  was  the  first  railway  construction  in  several 
years  in  a  depression  plagued  province. 

This  was  a  small  beginning,  but  the  manner  in  which  the  two 
contractors  became  promoters,  the  way  they  guided  the  new  railway 
to  completion,  and  the  immediate  financial  and  political  success  of 
the  undertaking  pointed  the  way  to  greater  things.  In  fact,  after 
this  first  success,  the  promotional  talents  of  Mackenzie  and  Mann 
were  rarely  idle,  and  their  small  railway  grew  rapidly  until  it  took 
on  transcontinental  proportions.  By  1911  the  two  promoters  were 
known  across  Canada  and  the  financial  houses  of  Canada,  the  United 
States  and  Europe  were  all  familiar  with  the  Canadian  Northern  Railway. 

If  Mackenzie  and  Mann  had  chosen  a  motto  for  their  railway 
activities,  they  could  not  have  done  better  than  take  the  title  which 
Martin  Nordegg,  one  of  their  partners  in  the  coal  mining  business, 
gave  to  his  unpublished  autobiography,  ”The  Possibilities  of  Canada 
are  Truly  Great”. ^  The  railway  they  built  was  their  evaluation  of  and 
response  to  these  possibilities.  It  was,  above  all,  an  agent  of 
national  growth.  Its  success  was  predicated  on  the  rapidly  accelerating 


1.  Martin  Nordegg,  The  Possibilities  of  Canada  are  Truly  Great , 
Unpublished  autobiography  in  the  Public  Archives  of  Canada. 
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economic  growth  of  Canada,  and  its  promoters  did  business  wherever 
politicians  backed  prophecies  of  future  national  greatness  with  sub¬ 
sidies  or  bond  guarantees,  and  financiers  proved  their  optimism 
about  future  Canadian  development  by  underwriting  Canadian  securities. 
They  were  spectacularly  successful  because  they  were  enthusiastically 
expansionist  in  a  period  of  very  rapid  national  growth. 

In  their  early  railway  ventures  Mackenzie  and  Mann  success¬ 
fully  identified  their  projects  with  regional  western  Canadian  expan¬ 
sionist  sentiments,  aspirations  and  railway  policies.  These  had  come 
into  direct  conflict  with  the  cautious  approach  of  the  Conservative 
government  in  Ottawa  and  with  the  stand  pat  attitude  of  the  Canadian 
Pacific  Railway.  The  Canadian  Northern  promoters  promised  the  west¬ 
erners  nothing  less  than  deliverance  from  federal  impediments  to 
regional  growth  and  development.  In  return  the  westerners  gave  the 
railway  the  financial  backing  it  needed. 

Mackenzie  and  Mann  themselves  harboured  few  regional  sentiments 
or  prejudices.  Their  identification  with  western  Canadian,  as  opposed 
to  national  railway  policies  in  the  late  1890fs,  came  about  because 
the  western  policies  were  the  more  expansionist  and  because  this  was 
the  only  way  in  which  the  promoters  could  get  the  necessary  money  to 
follow  their  optimistic  intuitions,  as  other  governments  caught  the 
vision,  they  too  found  Mackenzie  and  Mann  ready  and  willing  to  be  of 
service.  By  1911  there  were  very  few  Canadian  governments  who  had 
not  availed  themselves  of  these  services  and  the  Canadian  Northern 
Railway  had  become  a  truly  national  institution  in  the  new  Canada 
of  the  Laurier  era. 

This  thesis  chronicles  the  growth  of  the  Canadian  Northern 
Railway  from  a  small  and  insignificant  railway  in  the  backwoods  of 


s 

igreterfw  bob  ataBcnq  iifcBfliiM 

.  .  ,  c .  ~  i  --i  '  •'  ;  -  iilL< ' 

.  ,  .  0.  BexfcxB 

.  .  .  -  •  '  ■  ■  * x.  -  -  1  ■  ■  ■ 

.....  •:  ••  ■  •  -  O  ~S  :■  l<::, U  .  ■■  VO'V:  v:ov 

.  •  ,  7  .  4  -  -  '•  to-fc  i  *  at 

01  <  .  —  nI 

;  /  •  .  .  .  •  -  '  •  '  •  '  ‘  "• 

.  .  '.  •  .  '  ‘  !  •  •  '  ' 

e;L  :  J  tA  ■>.  1  A.  o.  q  *  ©‘  •  '•  Wi  Jr:  z‘Li'n 

;  .  •  •  -  ■  f  • 

.  ..toon  .  i.  -■  >•  -  r 

j  ; .  .-v.  ccnoe  ;iol.  a'  vv'-  i  ox  /.•  •  i  <■■  ■  o  :!  ~  -••'  -  1  *'  "■ 

tn  Jtl  rr  ©4e an  ....  •  '  ■  1  '  ■  '  ' 

«  X  ©  d  tti  :  -•  •,•••■'■- 

.  .  •  ...  tea  :  <  •  •  '  .  '  - 

o3  ’  '£  '  ©*  ©  '  ‘  •  :  ••  • 

\  :  ;  ,  trif  :  •  ■■  ■  -  ;  '•  -  '  c~ . 

.  £6  IU  W  ■  '  • 

,r  -  .•  t:v  3^ne  M'iit-\r(.  ;  .•  v  v.©‘.  '<ov  &rie\i  3^ . -  •••  . 

►ttotoW  rtfiXbas&O  &di  brx  ©©oJhno©  oeeiiJ  lo  eevleemd*  believe  3c a 

..  r  x-..  .  n  '  Jio  -  j  . a...  -Ar.i:  V-  *.v  —  .'ul  'V’—'*-' 

.B'lf)  ns.i’i* .  ori J  au 

c,  .  o. jo  :>  {  .  i  '  o  ::  •  '):  1  : 

1  '  •  jfc  .  M  ■  ... ..  i 


3 


Manitoba  to  the  transcontinental  giant  of  1911,  the  year  Mackenzie 
and  Mann  and  the  Canadian  Northern  Railway  probably  reached  the  apex 
of  their  fortunes.  It  is  based  almost  entirely  on  original  source 
materials  in  various  archival  institutions  of  Canada,  many  of  which 
have  only  recently  become  available  for  historical  research.  The 
main  purpose  of  this  study  is  to  describe  the  salient  aspects  of 
the  history  of  the  Canadian  Northern  Railway  in  a  coherent  and 
unified  manner,  within  the  context  of  the  thesis  that  the  Canadian 
Northern  Railway,  from  1896  to  1911,  was,  above  all,  an  agent  of 
national  growth. 


r  .  „  .•  ■  .  o  'v.  %Ix-'±  .  ■  .-.ri.:  —  i'J'i-  .7.  'ivf  sa:  oJ  £  .0  **  . 

i 

....  :  .  .  . 

.  .  .  :..;- 

•  ••:  ;  .  xc  inoch  x.  ~c"  olds  .L±fiv.a  o.  -.oce-  r>j- 

i  . r era  sxriJ’  lo  ©accptrtq 

Ir.  \ '  ■  t  £■  xi  .1.  .r.oi.  i  a  ii  'to  &i\. 

r.yl  v  o.  «:  ■  srff  •  .  •  .ibhc  •  i  heJjl.tijj 

.  .  .  7  .  ..  v  .  '  .  •  ..  - 


Chapter  I  -  The  Historical  Background.  1896. 

1. 

In  1896  William  Mackenzie  and  Donald  Mann,  railway  contractors, 
became  railway  promoters.  In  that  year  they  successfully  completed 
construction  of  100  miles  of  railway  in  western  Canada,  the  first 
mileage  in  What  eventually  became  a  new  transcontinental  railway 
system.  In  doing  so,  they  helped  to  make  the  year  1896  an  important 
turning  point  in  the  economic  history  of  Canada. 

In  1896,  as  for  many  years  before,  the  economic  outlook  of 
western  Canada  was  decidedly  depressing.  Homestead  entries  in  that 
year  reached  a  low  of  1857, ^  while  the  stock  of  the  region’s  only  rail- 
way  sold  for  as  low  as  33  per  cent  of  par  value.  No  significant  new 
railway  mileage  had  been  added  in  western  Canada  since  1893.  Settlers 
were  leaving  for  the  United  States  in  such  numbers  that  one  Manitoba 
newspaper  complained,  "The  trails  from  Manitoba  to  the  States  were  worn 
bare  and  brown  by  the  wagon  wheels  of  departing  settlers."^ 

In  1896,  however,  the  economic  depression  which  had,  with  only 
brief  interruptions,  beset  Canada  since  Confederation  finally  began 
to  lift  and  Canada  entered  an  era  of  unprecedented  prosperity  and 


1.  Chester  Martin,  Dominion  Lands  Policy.  Canadian  Frontiers  of 
Settlement  Series.  Vol.  II.  Toronto,  1938,  p.  429. 

Other  sources  give  slightly  different  figures.  A  Canadian  high 
of  44,273  homestead  entries  in  a  single  year  was  reached  in  1911. 

2.  H.  A.  Innis,  A  History  of  the  Canadian  Pacific  Railway.  Toronto, 
1923,  p.  284.  In  1912  the  value  of  C.  P.  R.  stock  reached  a  high 
of  283,  or  more  than  eight  times  the  1895  values. 

3.  Arbitration,  p.  398. 

4.  As  quoted  in  0.  D.  Skelton’s,  The  Life  and  Letters  of  Sir 
Wilfrid  Laurier.  Vol.  2,  Toronto,  1921,  p.  45. 
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growth.  Mackenzie  and  MannTs  first  venture  into  railway  promotion  was 
an  early  indication  of  the  new  spirit  that  was  beginning  to  make  itself 
felt  in  Canada. 

Politically,  a  real  turning  point  in  Canadian  history  came  on 
23  June, 1896  with  the  defeat  of  the  aging  and  increasingly  ineffective 
federal  administration  of  the  once  powerful  Conservative  party.  The 
incoming  Liberals  under  Wilfrid  LaurierTs  leadership  brought  a  new  and 
vigorous  approach  to  the  nation* s  problems.  The  appointment  of  Clifford 
Sift on  to  the  Interior  Department  inaugurated  a  dynamic  new  immigration 
policy  designed  to  attract  unprecedented  numbers  of  immigrants  to  the 
Canadian  prairies.  Long  needed  administrative  reforms  were  instituted 
and  new  ideas,  new  vigour  and  new  policies  injected  into  the  long 
moribund  department.  The  new  government  reviewed  federal  tariff  policies 
making  adjustments  to  remove  the  most  serious  western  complaints.  Adjust 
ments  in  federal  railway  policies  led  to  the  construction  of  much  new 
railway  mileage,  particularly  in  western  Canada. 

Other  factors  also  contributed  greatly  toward  the  new  prosperity 
of  the  Laurier  era.  Gold  discoveries  in  Africa  and  the  Yukon,  increas¬ 
ing  industrialization  in  Europe,  lower  freight  rates  on  the  Atlantic, 
more  abundant  rainfall  on  the  prairies,  greater  optimism  and  easier 
credit  in  London  for  Canadian  ventures,  and  a  rapidly  growing  interest 
in  the  Canadian  West  by  prospective  immigrants  all  played  a  vital  part 
in  the  new  Canadian  prosperity. 

The  area  most  dramatically  transformed  by  this  new  prosperity  was 
western  Canada.  It  was  here  that  the  new  economic  forces  made  them¬ 
selves  most  keenly  felt  and  it  was  from  western  Canada  that  much  of 
the  new  drive  in  the  national  economy  came.  Westerners  after  1896 
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were  exuberantly  optimistic.  They  were  particularly  eager  to  capital¬ 
ize  on  their  greatest  single  economic  asset,  100,000,000  acres  of 
cultivable  land.  For  this  they  needed  railways.  An  estimated  5,000 
miles  of  new  railway  lines  on  the  prairies  were  considered  necessary 
if  the  cultivable  lands  on  the  prairies  were  to  be  occupied.^ 

Among  Canadian  railways,  the  Canadian  Northern  Railway  most 
nearly  captured  the  spirit  of  the  "Last  Best  West",  and  for  several 
years  became  the  very  embodiment  of  western  railway  policies.  In  its 
early  history  it  became  a  very  successful  agent  of  regional  growth, 
thereby  contributing  much  both  to  regional  and  national  growth. 

2. 

Prior  to  1896  the  three  major  elements  of  the  Conservative 
party’s  National  Policy  had  all  met  with  serious  opposition  in 
western  Canada.  Protective  tariffs  for  Canadian  manufacturers 
wrought  hardships  for  areas  producing  staples  and  imported  manu¬ 
factured  products.  Conservative  immigration  schemes  seemed  hope¬ 
lessly  entangled  in  Interior  Department  bureaucracy  and  apathy,  and 
immigrants  were  leaving  for  the  United  States  almost  as  quickly  as 
they  were  arriving  in  western  Canada.  Especially  unpopular  in  western 
Canada  in  the  1880’ s  and  1890’s  was  the  federal  railway  policy.  For 
a  time  it  obscured  all  other  issues  and  greatly  influenced  subsequent 
railway  developments  in  western  Canada. 

Conservative  railway  policies  sought  to  link  the  prairies  with 
the  older  sections  of  Canada.  In  itself  this  was  not  unpopular  in 


1.  Stevens,  p.  17. 
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western  Canada.  Most  western  Canadians  welcomed  and  often  demanded 
transcontinental  railway  communi cations .  What  quickly  came  to  irk 
them  was  the  suspicion  that  the  cost  of  building  the  Canadian  Pacific 
Railway  would  be  met  very  largely  by  the  West,  although  the  railway 
was  considered  at  least  as  useful  to  eastern  as  to  western  Canada. 

A  huge  25,000,000  acre  land  grant  in  western  Canada  was  the  basis 
of  financing  the  new  transcontinental  project.  In  addition,  clause  15 
of  the  C.  P.  R.  charter  gave  that  company  an  effective  monopoly  in 
western  Canada.  It  was  designed  to  assist  the  company  in  meeting 
operational  costs  on  the  long  uneconomical  stretch  of  road  north  of 
Lake  Superior  and  forbade  the  construction  of  any  railways  that 
might  connect  with  American  roads  and  thus  divert  traffic  from  Canadian 
to  American  channels. Since  the  Canadian  Pacific  Railway  was  the  only 
Canadian  railway  between  eastern  and  western  Canada,  this  clause  gave 
that  railway  a  monopoly.  Another  Canadian  ’’infant  industry”  had  been 
bom,  and  it  came  to  trouble  western  Canada  as  few  other  protected 
ventures  did.  Tax  exemptions  and  other  special  C.  P.  R.  privileges 
in  the  west  only  helped  to  fan  the  flames  of  discontent. 

A  very  heated  and  bitter  constitutional  and  political  battle 
between  the  provincial  government  of  Manitoba  and  the  federal  gov¬ 
ernment  developed  when  Manitoba  passed  railway  legislation  quite 
clearly  contrary  to  the  intent  of  Clause  15  of  the  C.  P.  R.  charter. 

The  federal  government  exercised  its  power  of  disallowance  on  the 

o 

grounds  that  the  legislation  was  not  in  the  national  interest. 


1.  CANADA.  Uk  Vic.  cap.  1,  cl.  15. 

2.  For  a  more  detailed  study  of  the  disallowance  agitation  see 

T.  D.  Regehr,  The  National  Policy  and  Manitoba  Railway  Legislation. 
1878-1888 :  Unpublished  M.  A.  Thesis,  Carleton  University,  1963. 
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During  the  ensuing  struggle,  all  Manitoban  and  western  Canadian  dis¬ 
content  with  federal  policies  tended  to  focus  on  the  railway  issue 
and,  if  nothing  else,  crystallized  western  thinking  about  railway 
policies. 

Manitobans  came  to  regard  railway  competition  as  the  panacea 
for  all  their  economic  ills.  The  two  chief  ills  complained  of  were 
high  freight  rates  and  inadequate  railway  services  and  facilities. 

The  monopoly  was  blamed  for  C.  P.  R.  caution  and  inaction  on  both 
these  points.  Only  competition,  with  rival  companies  constantly 
struggling  to  keep  present  and  future  patrons  away  from  competitors, 
could  evoke  the  economic  climate  and  atmosphere  conducive  to  the 
economic  expansion  of  which  westerners  dreamed. 

Most  western  Canadians  would  probably  have  preferred  that  this 
competition  come  from  Canadian  rather  than  American  railways,  but 
the  manifest  difficulties  of  constructing  a  second  all-Canadian  road 
north  of  Lake  Superior  made  them  continentalists.  Premier  Norquay 
of  Manitoba  tried  hard  but  unsuccessfully  to  interest  the  Grand  Trunk 
in  building  a  road  south  of  Lake  Superior  to  Winnipeg.'*'  Soon  he  too 
came  to  look  on  arrangements  with  and  compe'oit.ion  from  American  roads 
as  a  necessity. 

Manitoban  attempts  to  obtain  what  Ottawa  was  not  willing  to 
allow  -  American  compeuroion  for  the  C.  P.  R.  in  western  Canada  - 
quickly  demonstrated  the  weakness  of  the  province  in  any  contest  with 
the  federal  government.  At  one  point  Sir  Charles  Tupper,  then  the 
Minister  of  Railways  and  Canals,  announced  in  the  House  of  Commons, 
"Are  the  interests  of  Manitoba  and  the  North-West  to  be  sacrificed  to 


1.  Stevens,  p.  127. 
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the  policy  of  Canada?  I  say,  if  it  is  necessary  -  yes.”1 2 3 4 

In  reply  western  Members  of  Parliament  were  able  to  do  little 
more  than  write,  as  W.  B.  Scarth  wrote  in  1886: 

,TI  remember  my  dear  Sir  John  that  when  I  was  a  resident  of 
Ontario  you  used  sometimes  to  say  when  Manitoba  was  kicking  that 
it  had  only  five  votes.  Five  votes  are  not  many  now  but  if  your 
majority  were  only  fifteen  instead  of  what  it  is  five  votes  would 
count .n2 

In  a  pinch  Macdonald  was  even  prepared  to  allow  Conservative 

members  from  Manitoba  to  bring  in  motions  against  his  disallowance 

3 

policy,  and  then  use  eastern  votes  to  defeat  such  motions. 

From  this  position  of  weakness,  Manitoba  moved  by  resolute  and 
united  action  to  a  new  position  of  strength.  By  1887  the  province 
was  solidly  united  in  support  of  the  provincial  railway  policies  and 
Sir  John  A.  Macdonald  was  worrying  about  rebellion  and  secession.^ 

In  the  face  of  such  resolute  action  by  the  province,  his  disallowance 
policy  was  doomed.  He  began  negotiations  with  the  C.  P.  R.,  and  the 
railway  eventually  agreed  to  accept  a  federal  subsidy  in  return  for 
the  surrender  of  its  monopoly  clause. 

With  these  negotiations  already  in  progress  Macdonald  achieved 
a  partial  victory  late  in  1887  when  he  successfully  maneuvered  the 
defeat  of  his  former  ally  and  now  bitter  political  foe.  Premier  John 
Norquay.  The  victory  of  the  province  over  federal  railway  policies 
was  denied  Premier  Norquay  and  went  to  his  Liberal  successor. 


1.  CANADA.  Hansard.  1883%  p.  971;  Sir  Charles  Tupper  on  4  May,  1883. 

2.  Scarth  to  Macdonald,  5  May,  1886;  Macdonald  Papers.  Vol.  261% 
p.  119036-119037. 

3.  Macdonald  to  Scarth,  2  Feb.,  1887;  Ibid. .  Vol.  262,  p.  119215. 

4.  Macdonald  to  Tupper,  23  Aug.,  1887,  and  Tupper  to  Macdonald, 

24  Aug.,  1887;  Macdonald  Papers,  Vol.  284%  pp.  130358-130360. 
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Thomas  Greenway.  This  came  on  30  March  1888  when  Macdonald  wrote 
Greenway,  ’’The  administration  will  not  advise  the  disallowance  of  a 
bill  similar  in  nature  to  the  Act  for  the  construction  of  the  Red 
River  Valley  Railway.”'1' 

The  disallowance  agitation  convinced  Manitobans  of  the  desir¬ 
ability,  in  fact  the  absolute  necessity,  of  railway  competition.  Its 
outcome  taught  them  the  value  and  effectiveness  of  determined  provin¬ 
cial  action.  It  also  taught  them  another  important  lesson.  To  almost 
everyone’s  surprise  the  American  railways  failed  to  offer  the  C.  P.  R. 
any  serious  competition  after  their  admittance  to  the  province  in 
1888. 

Immediately  after  breaking  the  G.  P.  R.  monopoly,  the  Manitoba 
government  did  reach  an  agreement  with  the  Northern  Pacific  Railroad 
whereby  the  American  road  took  over  and  operated  the  provincially 
built  Red  River  Valley  Railway  and  built  a  number  of  smaller  branch 
lines  in  the  province.  Provincial  subsidies  were  provided  on  the 
condition  that  the  Northern  Pacific’s  Manitoba  subsidiary  accept 
immediate  reductions  in  rates  and  some  provincial  control  over  all 
rates  to  be  charged  on  the  assisted  lines. 

Financial  difficulties  and  poor  traffic  potentialities  in  Manitoba 
in  the  1890’ s,  however,  gave  the  Northern  Pacific  neither  opportunity 
nor  enthusiasm  for  a  vigorous  challenge  of  the  strongly  entrenched 
G.  P.  R.  It  quickly  became  obvious  that  the  Northern  Pacific  and 
other  American  railroads  were  not  nearly  as  eager  as  had  been  thought 
to  compete  with  the  C.  P.  R.  or  to  provide  rail  services  the  province 
wanted  at  the  prices  the  farmers  were  willing  to  pay. 


1.  Macdonald  to  Greenway,  30  March,  1888;  Ibid. ,  Vol.  527 »  p.  458. 
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Western  frustration  and  disappointment  over  the  failure  of  the 
American  railroads  to  take  up  the  challenge  of  competing  with  the 
C.  P.  R.  forced  westerners  once  again  to  press  for  major  changes 
in  Canadian  national  policies.  Having  successfully  broken  the  C.  P.  R. 
monopoly,  they  found  themselves  looking  more  than  ever  to  strictly 
Canadian  solutions  for  their  economic  problems.  The  Northern  Pacific 
agreement  somewhat  ameliorated  the  situation  but  the  benefits  of 
really  keen  competition  were  not  realized. 

As  a  result,  Premier  Greenway  repeatedly  but  vainly  travelled 
to  Duluth,  St.  Paul,  Chicago,  and  New  York  to  entice  the  Northern 
Pacific  or  some  other  American  railway  into  a  fight  with  the  C.  P.  R. 

The  assistance  he  was  able  to  offer  these  companies  was  not  sufficient 
to  allay  their  doubts  about  Manitoba1 s  traffic  potential.  It  seemed 
that  to  get  new  railways  into  the  province,  the  government  would  either 
have  to  build  and  perhaps  operate  them  itself,  or  devise  a  new  and 
more  attractive  assistance  program  for  privately  owned  railways. 

Private  enterprise,  unassisted  or  only  moderately  assisted  by  govern¬ 
ment,  offered  little  or  no  hope  for  new  railway  construction  in  Manitoba 
during  the  early  1890* s. 

The  Manitoba  government  chose  to  review  its  assistance  program. 
Suggestions  of  government  construction  and  ownership  of  new  railway 
lines  were  frequently  made,  but  the  state  of  the  provincial  treasury 
presented  almost  insurmountable  difficulties.  There  were,  furthermore, 
possible  complications  in  regard  to  traffic  interchanges  with  privately 
owned  trunk  lines  which  were  generally  hostile  to  the  idea  of  govern¬ 
ment  ownership,  but  with  which  any  provincially  owned  railway  would 
have  to  connect.  Many  provincial  Liberals,  steeped  in  19th  century 
lad  ssez  faire  Liberalism,  also  held  political  principles  opposed  to 
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government  ownership. 

In  1888  the  Liberals  of  Manitoba  added  to  their  ranks  a  new  man 
who  devised  a  new  approach  to  the  basically  old  policy  of  government 
assistance  to  private  railway  enterprises.  He  was  Clifford  Sifton, 
a  brilliant  young  lawyer  from  Brandon,  who  rose  to  a  position  of  power 
when  he  was  made  Attorney  General  of  Manitoba  in  1891.  Sifton,  assisted 
by  the  general  return  of  prosperity,  pointed  the  way  out  of  the  wilder¬ 
ness  for  Manitoba,  although  it  was  not  the  Liberal  party  of  that  pro¬ 
vince  which  derived  the  main  benefits  from  the  new  policy. 

The  railway  policy  proposed  by  Sifton  was  basically  a  simple  one. 
Instead  of  building  publicly  owned  railways  or  granting  cash  subsidies 
to  railways  which,  in  view  of  the  meager  financial  resources  of  the 
province,  were  usually  not  sufficient  to  get  the  railways  built, 

Sifton  proposed  that  the  province  lend  only  its  credit  to  promising 
new  railway  projects.  The  province  should,  he  suggested,  assume  a 
contingent  liability  for  reasonable  loans  made  by  railways  intending 
to  build  in  Manitoba.  This  could  be  done  if  the  government  guaranteed 
the  payment  of  interest  and  principal  on  first  mortgage  bonds  issued 
by  suitable  railway  companies. 

The  scheme  was  attractive  because  it  required  no  immediate 
financial  outlay  by  the  province  and,  if  the  railway  prospered,  need 
never  cost  the  government  a  cent.  If  the  railway  failed,  the  province 
would  be  faced  with  a  large  liability,  but  this  would  be  partly  pro¬ 
tected  through  the  mortgage  against  which  the  bonds  would  be  issued. 

The  advantages  of  such  a  guarantee  for  the  intending  railway  company, 
especially  if  its  credit  was  not  firmly  established,  were  obvious. 

One  railway  lawyer  described  them  thus: 

"The  policy  of  the  Government  was  to  guarantee  the  payment  of 
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the  principal  and  interest  on  a  reasonable  bond  issue  in  connection 
with  that  line.  His  (Sifton* s)  idea  was  that  this  was  a  much  better 
policy  than  the  policy  hitherto  in  vogue  in  Canada  of  granting  land 
or  cash  subsidy  because,  as  he  said,  the  guaranteeing  of  bonds  by 
the  government  meant  that  they  would  sell  practically  at  their  face 
value  and  carry  a  comparatively  low  rate  of  interest...  thus  enabling 
it,  of  course,  to  operate  at  much  more  reasonable  rates  than  if  a 
high  capital  charge  had  to  be  taken  care  of.tTl 

In  return  for  such  guarantees  the  government  demanded  immediate 
construction  of  needed  branch  lines  and  acceptance  by  the  railway  of 
provincial  control  over  freight  rates  on  the  assisted  lines.  Such 
control  did  not  imply  that  the  government  itself  would  set  the  rates; 
rather,  it  meant  that  rate  schedules  on  such  railways  had  to  be  in 
accord  with  agreed  maximum  rates  and  subject  to  approval  by  the 
Lieutenant  Governor  in  Council  before  they  could  go  into  effect. 

The  first  railway  company  approached  with  this  new  plan  of  provin¬ 
cial  assistance  was  the  Northern  Pacific.  Nothing  more  than  non- 
commital  answers  were  received  and  Sifton  approached  other  American 
railway  officials.  Both  Sifton  and  Premier  Greenway  at  first  thought 
largely  in  terns  of  a  competitive  through  line  from  Winnipeg  to  Duluth. 
In  fact,  Greenway  as  well  as  his  successor,  Hugh  John  Macdonald,  never 
gave  up  hope  that  the  provincial  plan  might  be  used  to  build  such  a 
road. 


Sifton  soon  sensed  the  lack  of  interest  on  the  part  of  the 
Americans  and  began  to  look  elsewhere  for  likely  railway  schemes  that 
would  give  the  province  more  and  better  railway  services.  He  was 
prompted  in  his  search  by  the  admitted  lack  of  railways  within  his  own 
constituency  of  North  Brandon. 

In  1895  Sifton  was  ready  to  turn  somewhat  reluctantly  to  the 


1.  Arbitration,  pp.  40-41. 
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C.  P.  R. ,  but  that  railway  was  as  pessimistic  as  its  would  be 
American  competitors  about  the  future  of  Manitoba.  It  furthermore 
regarded  its  own  credit  as  nearly  as  good  as  that  of  the  province  and 
viewed  any  suggestion  of  provincial  meddling  with  freight  rates  with 
grave  suspicions.  In  1896  a  dividend  seemed  more  important  than  west¬ 
ern  branch  lines  and  C.  P.  R.  President  Van  Horne  wrote  discouragingly 
to  Sifton.  nIn  Manitoba  and  Eastern  Assiniboia  we  have  got  too  far 
ahead  and  we  must  wait  for  the  country  to  catch  up.S1^  He  demanded 
cash  subsidies  equal  to  2/3  of  construction  costs  for  new  rail  lines2 
and  it  was  not  until  1897  that  an  agreement  was  reached  whereby  the 
C.  P.  R.  undertook  to  build  new  lines  in  Manitoba. 

When  neither  the  established  American  railways  nor  the  C.  P.  R. 
showed  much  interest  in  the  new  provincial  bond  guarantees  Sifton 
decided  to  approach  some  of  the  Canadian  would  be  competitors  of  the 
C.  P.  R.  who  had  obtained  western  Canadian  railway  charters  but  lacked 
the  financial  resources  to  build.  Here  he  quickly  found  two  men  who 
shared  his  vision  and  were  eager  to  avail  themselves  of  the  benefits 
of  the  new  provincial  bond  guarantees.  The  two  were  William  Mackenzie 
and  Donald  Mann,  soon  to  become  famous  as  the  intrepid  promoters  of 
the  Canadian  Northern  Railway. 


3. 


William  Mackenzie,  the  senior  of  the  two  partners,  was  born  at 


1.  Van  Horne  to  Sifton,  (1897?);  Sifton  Papers.  Vol.  P*  23346. 

2.  Van  Home  to  Sifton,  8  April,  1897;  Ibid. .  p.  23324-23325. 
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Kirkfield,  Ontario,  in  1849.^  He  first  tried  his  skill  at  school  teach¬ 
ing,  then  became  involved  in  a  small  lumbering  business,  achieving  little 
success  or  wealth  in  either  venture.  In  the  early  1870Ts  he  worked  for 
a  time  as  a  tie  cutter.  In  1872  he  obtained  a  small  construction  con¬ 
tract  on  the  Victoria  Railway  between  Lindsay  and  Haliburton.1 2 

After  his  work  on  the  Victoria  Railway  was  completed,  Mackenzie 
obtained  a  similar  contract  on  the  Credit  Valley  Railway.  On  both 
these  contracts  he  demonstrated  an  ability  to  live  up  to  commitments 
and  get  things  done,  an  ability  all  too  frequently  lacking  in  railway 
contractors  of  that  time.  As  a  result  he  came  to  the  notice  of  other 
successful  railway  contractors,  notably  Herbert  Holt  and  James  Ross, 
both  of  whom  we re  engaged  in  construction  work  on  the  C.  P.  R.  trans¬ 
continental  in  the  1880Ts.  Mackenzie  followed  these  two  contractors 
west  in  1884  and  completed  several  construction  contracts  for  the  C.  P.  R. 


1.  The  sources  on  both  Mackenzie rs  and  MannTs  early  lives  are  scant 
since  neither  left  any  known  private  papers.  In  reply  to  an 
enquiry.  Sir  William  MackenzieTs  grandson,  A.  G.  S.  Griffin  of 
Toronto,  informed  the  author  ”1  am  virtually  certain  there  is 
nothing  extant.  Some  years  ago,  I  thought  myself  of  doing  a 
biography  of  my  grandfather;  but  it  seemed  impossible  to  do  any¬ 
thing  more  than  report  anything  secondhand.”  Biographical 
dictionaries,  personal  reminiscences  of  associates  and  acquaint¬ 
ances,  newspaper  reports,  information  given  in  the  Canadian 
Northern  Arbitration  proceedings,  and  various  secondary  sources 
provide  such  information  as  there  is  about  their  personal  affairs 
and  early  lives. 

2.  One  of  the  men  who  later  became  a  partner  of  Mackenzie  and  Mann 
in  some  of  their  coal  ventures  tells  a  suory  of  how  Mackenzie 
obtained  the  required  funds  for  the  completion  of  his  first 
contract.  According  to  this  story,  Mackenzie  could  not  raise 
the  money  through  ordinary  channels.  His  wife,  who  had  been 
educated  in  a  Montreal  convent,  then  approached  the  Mother 
Superior  of  the  convent  and  obtained  the  required  funds  for  her 
husband,  a  Presbyterian,  as  related  in  Martin  Nordegg,  The 
Possibilities  of  Canada  are  Truly  Great,  Unpublished  Autobiog¬ 
raphy,  P.A.C.  M.  G.  30,  B-10.  It  has  not  been  possible  to 
verify  the  accuracy  of  this  story. 
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It  was  while  working  on  these  C.  P.  R.  contracts  that  Mackenzie 
reportedly  first  met  his  future  partner,  Donald  Mann.  On  their  first 
meeting  Mann  evidently  got  the  better  of  Mackenzie  in  a  transaction 
over  some  mules. ^ 

The  Donald  Mann  whom  William  Mackenzie  met  for  the  first  time 

in  1885  was  a  jovial  extroverted  optimist,  in  love  with  the  outdoors 

and  enthralled  by  the  promise  of  the  Canadian  Frontier  wherever  he 

found  it.  He  was  born  at  Acton,  Ontario,  in  1853.  His  first  vocation 

was  the  Methodist  ministry  and  for  a  time  he  attended  divinity  school, 

but  soon  forsook  the  cloth  for  the  rougher  life  of  the  blacksmith1 2 s 

shop,  the  lumber  camp  and  the  railway  construction  gang.  He  was  one 

of  those  who  firmly  believed  the  twentieth  century  belonged  to  Canada 

and  was  determined  to  help  prove  it.  He  reportedly  brought  the  first 

locomotive  into  Winnipeg  on  Christmas  Eve,  1879 ,  having  come  down  the 

2 

Red  River  the  previous  summer.  He  had  a  blacksmith’s  inventiveness 
and  an  ability  to  accomplish  things  with  materials  immediately  at  hand. 
He  was  above  all  a  construction  foreman  and  an  enthusiastic  advocate  of 
the  development  of  Canada’s  natural  resources.  He  began  his  railway 
career  as  a  contractor  on  the  C.  P.  R.  mainline  where  he  completed 
several  contracts  in  the  early  1880’s.  Here  he  met  his  later  assoc¬ 
iates,  James  Ross,  Herbert  Holt  and  William  Mackenzie. 


1.  The  two  men  reportedly  met  for  the  first  time  when  both  went  to 
the  railhead  to  take  delivery  of  some  mules.  The  two  shipments 
had  become  mixed  up  and  a  near  quarrel  ensued.  Finally  a  method 
of  selecting  the  mules  was  agreed  upon,  but  it  did  not  take  into 
account  the  fact  that  Mann’s  foreman  had  worked  for  the  party 
from  whom  the  mules  were  purchased.  Consequently,  and  with  some 
cunning,  Mann  was  able  to  make  the  better  selection.  As  related 
in  D.  B.  Hanna,  Trains  of  Recollection.  Toronto,  1924,  pp.  118-120. 


2.  Stevens,  p.  20. 
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After  completion  of  the  C.  P.  R.  mainline  in  1885,  Mann  and 
Holt  obtained  contracts  to  build  100  miles  of  the  Manitoba  and  North- 
Western  Railway,  owned  by  the  Allan  interests  of  Montreal.  Then  they 
obtained  a  contract  to  build  the  first  40  miles  of  the  Hudsonrs  Bay 
Railway,  a  project  which  was  to  stand  Mann  in  good  stead  later. 

Mackenzie  remained  with  the  C.  P.  R.  mainline  for  one  year  longer, 
building  snow  sheds  in  the  Rockies  in  1886.  In  1888  he  joined  Holt, 
Ross  and  Mann  on  a  new  project,  the  construction  of  the  C.  P.  R.  short 
line  across  the  State  of  Maine.  The  work  on  this  line,  as  on  other 
lines,  was  divided  into  a  number  of  sections  and  each  contractor  bid 
on  several  sections.  When  the  contracts  were  awarded,  Mackenzie  and 
Mann  each  got  two  sections.  They  soon  found  it  to  their  mutual 
advantage  to  pool  their  resources  and  work  the  four  sections  together. 
,TWe  had  four  sections;  Sir  William  had  two  and  I  had  two,  and  after 
the  contracts  were  awarded  we  amalgamated, ’*  Mann  reported  later. 1 
This  amalgamation  was  a  rather  informal  arrangement  formed  only  for 
the  construction  of  53  miles  of  railway  in  the  State  of  Maine.  Yet 
it  marks  the  beginning  of  the  famous  partnership  of  Mackenzie  and  Mann, 
formally  incorporated  in  1902  as  Mackenzie,  Mann  and  Company  Limited. 

The  profits  either  man  had  made  from  earlier  C.  P.  R.  contracts 
were  apparently  not  large.  Mann  estimated  that  during  his  seven 

o 

years  with  the  C.  P.  R.  he  made  about  $100,000.  Mackenzie,  working 
for  a  shorter  time,  probably  made  less.  On  their  first  joint  project 
the  partners  were  lucky  to  escape  without  losing  money.  Mann  later 
testified: 


1.  Arbitration,  pp.  2665. 


2.  Ibid. .  p.  2667. 
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”In  the  State  of  Maine  we  lost  a  lot  of  money  and  we  appealed 
to  the  Company.  I  saw  Lord  Mount  Stephen;  he  said  he  did  not  know 
earth  from  hardpan,  and  go  and  see  Van  Home,  and  Van  Horne  would 
not  talk  to  us  and  we  went  to  Shaughnessy,  and  he  was  away  in 
Milwaukee,  and  he  came  back  and  struck  a  compromise  and  let  us  out 
even;  we  did  not  lose  anything  or  gain  anything  out  of  that  contract .  ”■*• 

The  Maine  project  obviously  did  not  show  great  financial  rewards 
but  it  did  reveal  the  persuasiveness  of  the  two  partners  and  their 
willingness  to  cut  losses  and  make  a  compromise  on  an  undertaking  that 
did  not  turn  out  well.  It  was  a  sobering  experience  for  the  two,  but 
it  did  not  discourage  them  and  they  continued  to  work  together  when 
convenient . 

Immediately  after  1888  and  the  Maine  undertaking,  they  parted 
company.  Mann  joined  James  Ross  to  seek  financial  adventure  and 
fortune  in  Chile.  The  two  contractors  felt  there  were  prospects  of 
quick  profits  in  Chilean  railway  construction  projects  and  they  ob¬ 
tained  a  large  contract  from  the  Chilean  government.  Unexpected  con¬ 
struction  difficulties  and  political  complications,  however,  made  the 
project  much  less  profitable  than  they  had  expected.  In  Mann’s  words, 

o 

”It  took  me  seven  years  to  make  the  $100,000.  instead  of  four  months.” 

Mann  himself  returned  to  Canada  long  before  the  seven  years  were 
up.  In  fact  the  very  next  year,  1889>  the  talented  foursome  of  Ross, 
Holt,  Mackenzie  and  Mann  began  work  on  another  western  Canadian  rail¬ 
way.  They  all  obtained  construction  contracts  on  new  and  much  needed 
railway  extensions  from  the  C.  P.  R.  main  line.  Their  first  project 
in  1889  was  the  building  of  the  Qu’Appelle,  Long  Lake  and  Saskatchewan 
Railway  from  Regina  to  Prince  Albert.  The  line  carried  the  usual  6,400 
acre  per  mile  land  subsidy  and  its  promoters  were  eager  to  get  the  line 


1.  Ibid. .  p.  2666. 


2.  Loc.  cit. 
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built  in  order  to  get  the  land  grant.  They  offered  construction  con¬ 
tracts  later  described  by  Donald  Mann  as  "very  profitable".1 2 3 

Even  before  work  on  the  Qu’Appelle,  Long  Lake  and  Saskatchewan  was 
completed  the  four  contractors  began  making  arrangements  for  contract 
work  on  a  second  very  much  needed  western  railway,  a  line  from  Calgary 
to  Edmonton.  Neither  Mackenzie  nor  Mann  were  shareholders  in  the  Calgary 
and  Edmonton  Railway  but  they  were  influential  in  getting  the  charter  for 
that  line.  Mann  later  described  himself  as  a  charter  member  of  that  rail¬ 
way,  and  all  four  contractors  were  able  to  acquire  substantial  interests 
in  valuable  townsites  along  the  line. 2  Both  Qu’Appelle,  Long  Lake  and 
Saskatchewan  and  the  Calgary  and  Edmonton  were  leased  to  the  C.  P.  R. 
after  they  were  built. 

The  completion  of  the  Calgary  and  Edmonton  Railway  brought  active 
railway  construction  in  western  Canada  to  a  temporary  standstill  and  the 
four  contractors  separated.  Mackenzie  returned  to  his  native  Kirkfield 
with  the  intention  of  taking  up  farming  and  possibly  entering  politics. 

In  1891  he  took  an  interest  in  and  was  considered  a  leading  candidate 
for  the  Conservative  nomination  in  Victoria  North.  In  that  year,  however, 
his  friend  from  nearby  Lindsay,  Sam  Hughes,  won  the  Conservative  nomina¬ 
tion  and  the  election. 

After  1891  Hughes1  financial  difficulties  made  it  doubtful  whether 

3 

he  would  be  able  to  stand  as  a  candidate  in  the  next  election.  His 


1.  Ibid.,  p.  2668. 

2.  Loc.  cit . 


3.  The  papers  of  Charles  E.  L.  Porteous,  financial  agent  of  William 
Mackenzie  and  James  Ross,  contain  a  number  of  letters  from  Hughes 
discussing  his  difficulties  and  asking  for  financial  assistance 
from  Mackenzie.  The  subject  of  Mackenzie’s  possible  candidacy  in 
Victoria  North  receives  prominent  mention.  Porteous  Papers.  Vol.  4* 
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newspaper  ventures  were  perpetually  on  the  brink  of  bankruptcy. 
Mackenzie,  on  the  other  hand,  had  achieved  sufficient  financial  suc¬ 
cess  to  present  a  clear  challenge.  The  situation  looked  inviting  to 
Mackenzie  and  it  certainly  worried  Hughes.'*' 

The  next  election  was  still  some  years  away  and  Mackenzie  con¬ 
tinued  his  interest  in  financial  and  promotional  matters.  In  1892 
there  was  presented  to  him  an  opportunity  in  which  he  demonstrated 
for  the  first  time  the  financial  acumen  that  was  to  make  him  famous. 

Three  of  the  Toronto  horsedrawn  tramway  systems  were  on  the  verge 
of  bankruptcy.  Funds  for  necessary  modernization  and  consolidation 
could  not  be  raised  by  the  owners  and  the  municipal  authorities  were 
becoming  increasingly  irritated  and  concerned  about  the  situation. 
Electricity  was  just  making  its  first  major  impact  on  the  transporta¬ 
tion  industry  and  promotionally  minded  entrepreneurs  began  to  think 
of  electricity  as  the  answer  to  the  tramway  problem.  This  required 
large  amounts  of  money  and  the  consolidation  of  the  several  small  tram¬ 
way  companies  into  a  single  large  one. 

Mackenzie  became  interested  in  the  situation  and,  together  with 
several  associates,  began  negotiations  with  the  municipal  authorities. 
The  objective  was  to  take  over,  consolidate,  modernize  and  expand  the 
existing  tramway  systems  of  Toronto. 

The  biggest  difficulty  for  Mackenzie  and  his  associates  was  that 
they  too  lacked  the  money  required  to  carry  out  the  project.  The  exist¬ 
ing  lines  were  valued  at  $1,453,788.  and  modernization  and  electrifica¬ 
tion  was  expected  to  cost  at  least  $1,000,000.  more.  To  finance  this 
large  operation,  three  concurrent  arrangements  were  eventually  worked 


1.  Sam  Hughes  to  Porteous,  8  December,  1896;  Porteous  Papers .  Vol.  j±. 
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out.  First,  the  existing  tramway  companies *  owners  agreed  to  sell  lor 

only  $475,000.  in  cash  and  a  percentage  of  gross  receipts.  Second,  a 

new  tramway  company  with  a  capitalization  of  $1,000,000.  was  created  in 

which  stock  to  the  value  of  $100,000.  was  immediately  subscribed  and  a 

call  of  10$  made  with  the  subscription.  Third,  municipal  authorities 

agreed  to  guarantee  interest  on  $2,000,000.  worth  of  debenture  bonds. 

Returns  from  bond  sales  were  used  to  pay  immediate  construction  costs  and 

to  satisfy  the  $475 >000.  purchase  obligation."^ 

The  most  important  part  of  the  entire  arrangement  was  certainly  the 

municipal  bond  guarantee  and  it  took  some  hard  bargaining  in  Toronto  to 

get  the  municipal  authorities  to  agree.  Sam  Hughes  later  claimed  that 

his  intervention  and  influence  carried  the  transaction. 

"When  the  question  of  the  Ry.  was  before  Toronto  Council  where 
tens  of  thousands  were  being  wasted  by  both  competing  companies,  I 
spent  four  days  in  Toronto  at  my  own  expense,  and  without  the  outlay 
of  one  dollar  brought  about  a  change  in  the  Committee  of  three  and 
in  the  Council  of  five  or  six,  in  favour  of  William’s  Company.  He 
knows  nothing  of  it."^ 

The  reasons  for  Hughes’  intervention  were  quite  clear  and  he  admitted 
them  freely.  His  object  was,  "to  get  William  interested  in  such  great 
undertakings  as  would  make  membership  for  North  Victoria  too  small  for 
him,  and  give  me  clear  course  unopposed  by  him."^ 

Hughes  was  ever  prone  to  exaggerate  his  achievements  and  much  in 
this  boastful  letter  is  exaggeration.  The  letter,  moreover,  was  a 
request  for  financial  assistance  and  Hughes  had  good  reasons  for 
emphasizing  his  past  assistance  to  Mackenzie’s  scheme.  He  probably  did 


1.  Stevens,  p.  23-24. 

2.  Hughes  to  Porteous,  8  December,  1896;  Porteous  Papers.  Vol.  4* 


3.  Loc.  cit. 
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contribute  in  a  minor  way  to  the  successful  outcome  of  the  negotiations 
but  the  underlying  reason  for  the  favourable  terms  Mackenzie  and  his 
associates  were  able  to  obtain  was  the  municipal  government Ts  eagerness 
to  get  the  necessary  work  done.  Mackenzie  was  an  excellent  negotiator 
and  lobbyist  and,  equally  important,  had  a  good  record  of  completed 
contracts.  He  seemed  a  likely  person  to  bring  the  project  to  success. 

The  electrification  and  consolidation  of  the  Toronto  tramways 
proved  successful  and  Mackenzie  became  president  of  the  reorganized 
Toronto  Street  Railway.  He  soon  persuaded  his  former  associate, 

James  Ross,  and  C.  P.  R.  President  Van  Home  to  join  him  in  the 
venture . 

Puritanical  LordTs  Day  legislation,  beauty  conscious  municipal 
planners,  and  demanding  accident  victims  periodically  threatened  the 
profits  of  the  Toronto  Street  Railway  but  it  proved  nevertheless  suc¬ 
cessful,  both  from  a  financial  and  a  public  service  point  of  view.^ 

With  this  success  to  their  credit  Mackenzie  and  his  associates 
began  to  think  of  other  cities  in  which  to  apply  their  newly  discovered 
aptitude  in  reorganizing,  financing  and  operating  street  railways.  They 
became  interested  in  similar  projects  in  Montreal,  Winnipeg  and  St.  John. 
In  Winnipeg  Donald  Mann  rejoined  his  former  partner  in  the  construction 
and  operation  of  the  Winnipeg  Street  Railway  and  the  Electric  Light  and 
Gas  Company.  In  all  these  ventures  a  basis  for  profitable  operations 
was  quickly  established. 

In  1895  negotiations  were  begun  in  Birmingham,  England,  in  Jamaica, 
in  Cuba,  and  in  several  South  American  cities  in  connection  with  street 


1.  Charles  Porteous  handled  much  of  the  financial  business  of  the 

railway  and  his  papers  contain  numerous  references  to  the  operational 
aspects  of  the  Toronto  Street  Railway. 
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railway  modernization  projects  there.  Both  Mackenzie  and  Mann  built 
up  a  considerable  reputation  in  South  America.  Mann  had  constructed 
railways  in  Chile;  Mackenzie  was  one  of  the  original  promoters  and 
gained  considerable  influence  in  the  affairs  of  the  Brazilian  Trac¬ 
tion,  Light  and  Power  Company,  and  both  partners  gained  notoriety  in 
a  coup  they  reportedly  achieved  during  the  Venezuelan  crisis  of  1895. ^ 
South  American  and  other  foreign  business  opportunities  did  not 
hold  the  attention  of  Mackenzie  and  Mann  for  long.  In  1895  their 
attention  and  activities  again  came  to  be  centered  in  the  Canadian 
west.  Donald  Mann  had  never  relinquished  his  financial  interests  in 
two  western  Canadian  railway  projects  and  when  Clifford  Sifton  approached 
him  in  1895  with  an  offer  of  a  provincial  bond  guarantee  he  quickly 
became  enthusiastic.  He  recruited  Mackenzie  to  the  new  project,  and 
together  they  began  serious  negotiations  with  both  the  provincial  and 
federal  governments.  Ross  and  Holt  were  invited  to  join  in  this  new 
venture  but  regarded  it  as  too  risky.  For  Mackenzie  and  Mann,  however, 
Siftonrs  offer  of  a  provincial  bond  guarantee  meant  the  beginning  of  a 
new  railway  career,  a  career  which  made  them  the  promoters  of  a  new  and 
spectacular  Canadian  transcontinental  railway  system. 


4. 

Mackenzie  and  Mann T  s  first  venture  into  railway  promotion  and 
ownership  was  the  result  of  two  separate  railway  schemes,  the  first 
envisioning  a  through  railway  to  Hudson  Bay,  the  second  a  local  railway 


1.  It  was  reported  that  at  the  height  of  the  Venezuelan  dispute 

between  Britain  and  the  United  States,  Mackenzie  and  his  associates 
acquired  rights  to  some  of  the  disputed  territory  from  the  British 
government,  gambling  that  the  territory  would  not  go  to  the  Vene¬ 
zuela.  The  territory  remained  British  and  their  investment  proved 
a  very  profitable  one. 
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to  the  settled  but  relatively  isolated  Dauphin  and  Lake  Manitoba  areas 
north-west  of  Winnipeg. 

The  idea  of  using  Hudson  Bay  as  an  outlet  for  western  Canadian 
commerce  was  as  old  as  the  Hudson1  s  Bay  Company  and  its  fur  trade. 

The  shortest  route  from  western  Canada  to  European  markets  lay  through 
Hudson  Bay,  not  via  the  St.  Lawrence  system.  As  the  prairies  became 
settled,  many  believed  that  the  Bay  route  would  be  as  useful  for  the 
grain  trade  as  it  had  been  for  the  fur  trade.  In  the  1880»s  many 
westerners  came  to  look  on  a  railway  to  the  Bay  as  the  most  likely  to 
offer  competition  to  the  C.  P.  R. 

Two  railway  companies  were  chartered  to  build  to  the  Bay  as  early 
as  1880.^  In  1883,  after  considerable  political  pressure,  the  two 
companies  amalgamated  and  were  given  a  land  grant  subsidy  of  6,400 
acres  per  mile.  Hugh  Sutherland,  the  amalgamated  railway’s  president, 
immediately  began  negotiations  to  get  the  first  40  miles  built.  After 
several  abortive  attempts,  and  a  tentative  offer  of  a  provincial  bond 
guarantee  for  Hudson  Bay  Railway  construction  bonds,  Sutherland  also 
obtained  from  Premier  Norquay  a  promise  to  turn  over  to  the  railway 
$256,000.  of  a  recent  provincial  bond  issue.  In  return  the  railway 
would  pledge  its  land  grant  as  security  for  the  transaction.  The  land 
grant,  of  course,  would  only  be  in  the  possession  of  the  railway  after 
it  completed  construction  and  had  earned  its  subsidy,  and  it  was  only 
at  this  point  that  the  provincial  bonds  were  to  be  issued. 

On  the  basis  of  this  double  promise  of  a  land  subsidy  from  the 
federal  government  and  the  transfer  to  the  railway  of  $256,000.  in 
provincial  bonds  once  the  lands  were  earned  and  pledged  as  security. 


1.  Statutory  History,  p.  273. 
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the  Hudson  Bay  Railway,  in  1886,  entered  a  contract  with  Mann  and  Holt 
for  the  construction  of  the  first  40  miles. ^ 

The  contractors  completed  their  construction  work  late  in  1887. 
They,  as  well  as  Sutherland,  had  already  obtained  substantial  advances 
from  the  banks  and  credits  from  suppliers,  all  of  which  were  to  be  re¬ 
paid  by  the  provincial  bonds.  Sutherland  asked  Premier  Norquay  to  issue 
the  bonds  immediately  the  contractors  informed  him  that  they  had  com¬ 
pleted  their  work.  Norquay  in  turn  sent  his  Attorney  General, 

A.  C.  C.  LaRivibre,  to  Ottawa  to  ensure  there  was  no  impediment  to  the 
transfer  of  the  lands.  LaRiviere  wired  back  from  Ottawa  that  he  had 
seen  Prime  Minister  Macdonald  and  that  the  matter  had  been  arranged. 
Norquay  thereupon  signed  a  large  portion  of  the  bonds,  turning  them 
over  to  Holt  to  satisfy  the  contractors1 2  most  pressing  claims. 

But  then  the  trouble  began.  Macdonald,  apprised  of  the  situation 
and  advised  by  officials  of  the  Department  of  Railways  and  Canals  that 
the  railway  had  not  been  built  to  proper  specifications,  denied  that 
he  had  made  any  promises  to  LaRiviere  and  refused  to  transfer  the  lands 
to  the  railway  until  the  deficiencies  had  been  made  up.  When  the  defi¬ 
ciencies  immediately  complained  of  were  rectified,  others  were  found 
and  finally  Macdonald,  apparently  unwilling  to  transfer  the  lands, 

took  refuge  in  a  rather  factitious  claim  that  50,  not  40  miles  should 

2 

be  built  before  any  lands  could  be  transferred. 

The  reasons  for  Macdonald1 s  seemingly  devious  behaviour  in  this 
case  were  probably  twofold.  In  the  first  place,  he  considered  the 


1.  For  a  more  detailed  discussion  of  this  incident,  see  H.  A.  Fleming, 
Canada* s  Arctic  Outlet ;  A  History  of  the  Hudson  Bay  Railway.  Berkeley 
and  Los  Angeles,  1957,  and  T.  D.  Regehr,  op.  cit. ,  pp.  424-425. 


2.  Department  of  Transport .  File  1618.  Parts  1-3. 
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whole  Hudson  Bay  Railway  project  basically  unsound  and  not  worthy  of 
substantial  support.  He  also  lacked  confidence  in  Hugh  Sutherland, 
the  railway1 2 s  president.  H.  A.  Fleming,  a  recent  historian  of  the 
Hudson  Bay  Railway,  has  suggested  bluntly  that  "Macdonald’s  policy  in 
regard  to  the  Bay  route  was  consistent;  he  refused  aid  at  times  when 
such  aid  promised  the  successful  completion  of  the  road,  and  granted 
it  when  there  was  little  likelihood  of  such  aid  carrying  the  project 
to  fruition.  His  policy  permitted  the  Conservatives  to  claim  Tory 
interest  in  the  Scheme  without  at  the  same  time  alienating  the  power¬ 
ful  support  of  the  C.  P.  R.”^ 

Equally  important  in  this  case,  however,  was  Macdonald’s  anger 
and  disgust  over  Premier  Norquay’s  open  defiance  of  federal  policies 
in  connection  with  the  C.  P.  R.  monopoly.  It  was  just  at  this  time 
that  the  provincial  government,  with  strong  bi-partisan  support, 
abandoned  its  basically  conciliatory  policies  toward  the  federal 
government  and  launched  on  the  construction  of  the  Red  River  Valley 
Railway  in  open  defiance  of  federal  disallowance  of  the  charter  of 
that  railway.  The  railway  was  to  connect  with  the  Northern  Pacific 
and  thus  bring  competition  to  Manitoba.  Macdonald  was  determined  to 
have  this  Tory  renegade  removed  from  power,  and  very  shortly  before 
the  difficulty  over  the  land  transfer  arose,  he  had  been  advised  by 
one  of  the  Manitoba  M.  P.’s: 

”1  think  the  Norquay  Gov’t,  should  fall.  They  are  a  bad  lot 
and  are  of  little  use  but  of  great  injury  to  Dominion  Conservatism. 
Norquay  has  never  been  true."2 

The  1887  difficulties  gave  Macdonald  his  opportunity  to  punish 


1.  Fleming,  o£.  cit. ,  p.  36. 

2.  Scarth  to  Macdonald,  23  June,  1887;  Macdonald  Papers.  Vol.  262. 
p.  119335. 
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and  remove  Norquay.  The  bonds  were  already  signed  and  the  difficulties 
over  the  transfer  of  lands  left  the  provincial  government  in  the  awk¬ 
ward  position  of  having  issued  bonds  against  securities  which  were 
still  and  would  likely  remain  for  some  time  in  the  hands  of  a  hostile 
federal  government.  Norquay  and  LaRiviere,  already  seriously  weakened 
by  their  alternately  conciliatory  and  defiant  policies  over  disallow¬ 
ance,  had  little  choice  but  to  resign. 

With  their  resignation,  construction  on  the  railway  came  tempor¬ 
arily  to  a  halt.  Attempts  to  get  the  original  40  miles  into  proper 
condition  and  to  get  the  additional  10  miles  built  came  to  nothing. 

For  a  time  the  railway  escaped  the  Receiver  only  because  its  creditors, 
particularly  the  contractors,  did  not  press  their  claims  as  vigorously 
as  they  might  have.  They  were  restrained  from  doing  so  by  the  realiza¬ 
tion  that  a  forced  sale  of  the  railway  was  not  likely  to  yield  more 
than  50  on  the  dollar.  Perhaps  new  promises  of  government  aid  would 
enhance  the  value  of  the  property.  Then  also,  the  Department  of 
Railways  and  Canals  had  reported  the  construction  to  be  sub-standard 
and  the  contractors  might  be  forced  to  complete  additional  work  before 
they  could  collect.  Eventually  the  contractors  did  refer  their  claims 
to  the  courts  where  they  obtained  a  favourable  verdict,  but  they  did 
not  use  this  verdict  to  harass  the  company.  Instead,  they  waited  until 
further  federal  aid  seemed  assured,  and  then  used  their  unsatisfied 
claims  to  gain  control  of  the  railway. ^ 

Between  1889  and  1894  at  least  four  distinct  proposals  of  federal 
or  provincial  aid  for  the  dormant  railway  were  seriously  entertained, 
but  the  railway  emerged  in  1894  with  only  two  major  changes.  Mann  and 


1.  Fleming,  ojd.  cit . ,  p.  39^ 
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Holt,  using  their  position  as  creditors,  had  established  themselves 
as  partners  with  Hugh  Sutherland  in  the  railway,  and  the  federal 
government  had  added  a  transportation  contract  to  assist  the  company 
in  building  its  railway. 

This  government  transportation  contract  was  worth  $80,000.  per 
year  for  twenty  years  and  was  to  be  granted  on  the  security  of  one- 
third  of  the  land  grant.  But  this  was  not  a  gift  or  a  subsidy.  It 
was  simply  a  guarantee  by  the  federal  government  to  pay  at  least 
$80,000.  for  transportation  services  the  railway  would  perform  for 
the  government,  mostly  in  the  transportation  of  mail.  If  the  actual 
services  rendered  failed  to  come  to  the  guaranteed  $80,000.,  then 
some  of  the  land  grant  would  be  encumbered.  This  contract,  however, 
made  it  possible  for  the  railway  to  guarantee  the  payment  of  $80,000. 
per  year  in  interest.  At  a  1+%  interest  rate,  this  constituted  a 
guarantee  of  interest  on  $2,000,000.  worth  of  bonds. ^ 

This  was  still  not  sufficient  aid  to  get  the  railway  built,  but 
in  1895  Mann  saw  an  opportunity  to  combine  the  Hudson  Bay  Railway  pro¬ 
ject  with  another  railway  project  in  which  he  was  interested.  This  was 
the  Lake  Manitoba  Railway  and  Canal  Company. 

The  Lake  Manitoba  Railway  and  Canal  Company  had  been  chartered 
in  1889  and  was  authorized  to  build  a  railway  from  Portage  la  Prairie 
to  the  southerly  boundary  of  Lake  Manitoba,  and  to  improve  water  com¬ 
munications  between  Lakes  Manitoba  and  Winnipegosis  and  the  North 
Saskatchewan  River.  The  charter  of  this  Company  as  it  stood  in  the 
1890 f  s  carried  with  it  a  6,400  acre  per  mile  land  subsidy,  but  the 
promoters  had  not  been  able  to  find  the  necessary  capital  to  build. 


1.  CANADA.  Department  of  Transport,  File  1618. 
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The  Dauphin  and  Lake  Manitoba  area,  located  some  120  miles  from 
the  nearest  rail  connection,  had  been  settled  for  some  time.  In  1895 
some  4000  settlers  were  in  the  area,  many  having  located  there  on  rather 
vague  promises  of  rail  facilities.  Many  were  getting  impatient  and 
threatening  to  leave  or  actually  leaving  for  the  United  States.  Such  a 
prospect  was  not  to  be  regarded  with  equanimity  by  a  government  about 
to  face  a  provincial  election.  It  was  therefore  only  natural  that 
aggressive  members  of  the  Manitoba  government,  eager  to  add  to  the 
railway  mileage  in  their  province,  should  approach  the  holder  of  the 
Lake  Manitoba  Railway  and  Canal  Company  charter  with  an  offer  of  a  bond 
guarantee,  the  new  form  of  provincial  assistance  to  worthy  railway 
projects.'*' 

The  holder  of  this  railway  charter  in  1895  was  Donald  Mann.  He 
had  taken  an  option  on  it  as  early  as  1892,  dropped  it  once,  and  then 
picked  it  up  again  in  the  hopes  of  obtaining  government  assistance.  He 
was  very  much  interested  in  the  new  provincial  proposals,  although  he 
quickly  saw  more  far  reaching  possibilities  than  a  simple  provincial 
bond  guarantee.  He  saw  at  once  that  both  the  Lake  Manitoba  Railway  and 
Canal  Company  and  the  Winnipeg  Great  Northern  (the  old  Hudson  Bay  Railway 
under  a  new  name)  were  to  head  in  a  northerly  direction  from  Winnipeg. 

The  former  was  to  provide  local  rail  services  to  the  Dauphin  area, 
while  the  latter  was  to  provide  a  through  route  to  the  Bay. 

One  of  the  main  weaknesses  of  the  old  Hudson  Bay  Railway  was  that 
it  ran  through  sparsely  settled  country  between  Lakes  Manitoba  and 
Winnipeg  where  there  was  little  local  traffic.  This  was  precisely  the 
strength  of  the  Lake  Manitoba  Railway  and  Canal  route,  and  it  seemed 


1.  Arbitration,  p.  399. 
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to  Mann  that  the  Lake  Manitoba  Railway  might  well  become  a  new  and 
more  economical,  although  also  more  circuitous,  Hudson  Bay  Railway. 
Such  a  line  would  have  the  very  distinct  advantage  that  it  could  be 
profitably  operated  as  a  local  line  long  before  it  reached  the  Bay 
and  that,  even  after  it  reached  the  Bay,  local  traffic  would  help 
meet  fixed  charges. 

Having  conceived  the  idea  of  using  the  Lake  Manitoba  Railway  and 
Canal  Company  as  the  new  Hudson  Bay  Railway,  Mann  and  Mackenzie  who 
quickly  rejoined  his  former  partner,  bent  their  efforts  and  skills  as 
negotiators  toward  combining  in  a  single  scheme  the  provincial  support 
offered  for  the  branch  line  to  Dauphin  with  the  federal  aid  available 
for  a  railway  to  Hudson  Bay.  If  they  could  do  so  sufficient  funds 
would  be  available  immediately  to  build  the  composite  line  at  least 
as  far  as  Dauphin.  Their  successful  combination  of  the  two  schemes, 
without  losing  government  aid  offered  to  either,  marked  the  true 
beginning  of  the  Canadian  Northern  Railway.  That  company  was  formed 
in  1898  when  these  two  smaller  companies  amalgamated. 


.  9  o<  ;  XX  i  L JLej  xcfodxfirX-l  92L&I  -■■  -  dxr 

.  ..  ix£  .  nocbxrH  ^esjodjjjo'x  -  - 

o.i  blvoo  dx  ctebd-  ox  ■  •  ...  .  v  vvn  ercxx  jt>  rioi/b 

bsrfoxex  dx  eioloci  pnc  .  :  .  i  .  .  .  •..•  q  *  .  rt 

...  :  .  ..  '  .  .  .  '  .  ..  :  .  '  -  . 

.  o  •  X  J 

v  '  soncc  ;  . 

.  .  .  .  oiict  .  . 

Ill:  .  Me '  ....'. 

v  jc.  Ixxonxvo'iq  9dJ  ?r -sites  ©Igfixs  x  nx  .cni  mod"  tnodsidosen 

xjb  Xxci3b9l  odd-  ridiar  nx  .  .  .  n 

'  ...  .  ...  .  . . 

.  •  ....  . .  '  . .  b 

3iio<  3wX  o.  d  1<  n<  idi  X  '  £  i  •  .  xi 

•  d  add-  1  :v_i'  .  •>  Is  ellc  ^  :.  in*  .  qnxeoX  oueddiw 

3..'  -  3.  •  .0.- q  C  JE  I  .  •/  ;r  O:  fij-jL.  IXvJ  3  'io  ,:h  3  ; 

.  -  sox  .  .  .  .....  nx 


Chapter  II  -  Pioneer  Ventures. 


1. 

Government  guarantees  of  railway  bonds  were  not  entirely  new  to 
Canadian  railway  schemes.  Imperial,  Federal  and  Provincial  governments 
had  all  resorted  to  bond  guarantees  of  one  sort  or  another  in  earlier 
attempts  to  encourage  Canadian  transportation  ventures.  Such  guaran¬ 
tees  had  also  been  widely  used  in  the  United  States,  but  had  fallen 
generally  into  disrepute  because  of  the  opportunities  they  provided 
for  graft  and  corruption. 

The  chief  difficulty  was  that  enterprising  promoters  often  gained 
control  of  such  projects,  sold  the  guaranteed  bonds  and  then,  doubling 
as  contractors,  granted  themselves  lucrative  construction  contracts. 
When  the  railway  could  no  longer  bear  the  expense  of  such  contracts, 
it  passed  into  the  hands  of  a  Receiver  while  the  promoters  made  off 
with  handsome  construction  profits.^ 

When  the  Canadian  Pacific  Railway  was  built.  Sir  John  A.  Macdonald 
and  his  government  decided  not  to  offer  government  guarantees.  Instead 
they  granted  the  C.  P.  R.  direct  cash  and  land  subsidies,  tax  exemp¬ 
tions,  and  protective  clauses  as  suitable  forms  of  federal  assistance. 
This  kind  of  aid,  however,  was  not  getting  any  railways  built  in  the 
1890 Ts  and  was  in  any  case  largely  beyond  the  resources  of  provincial 
governments.  It  was  therefore  virtually  inevitable  that  aggressive 
provincial  governments  should  again  consider  the  idea  of  bond 
guarantees. 

Eond  guarantees,  however,  meant  that  the  government  in  effect 

1.  The  experience  of  the  Union  Pacific  is  particularly  revealing  in 
this  regard. 
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pledged  itself  to  the  success  of  the  railway  or  at  least  underwrote 
a  large  portion  of  the  risks  involved  in  railway  promotion.  In  return 
it  could  demand  closer  control  over  the  policies  and  operations  of  the 
assisted  railways.  In  many  ways  the  plan  moved  the  provincial  govern¬ 
ment  much  closer  to  government  ownership  of  railways,  though  it  left 
actual  construction  and  operation  to  private  enterprise. 

The  original  proposals  made  by  the  Manitoba  government  to  the  Lake 
Manitoba  Railway  and  Canal  Company  were  to  apply  to  that  company  only. 
They  were  intended  to  provide  assistance  that  would  supplement,  not 
replace  or  encumber  the  6,400  acre  per  mile  federal  land  subsidy  that 
the  charter  of  that  railway  already  carried. 

It  was  a  tribute  to  the  promotional  skill  of  Mackenzie  and  Mann 
that  they  were  also  able  to  divert  some  of  the  federal  aid  intended 
for  the  Hudson  Bay  Railway  to  their  new  railway.  This  happened  when 
several  amendments  to  the  federal  transportation  contract  with  the 
Hudson  Bay  Railway  were  approved  by  the  federal  government  in  1895. 

The  original  transportation  contract  called  for  a  guaranteed  annual 
income  of  $80,000.  per  year  once  the  railway  reached  the  mouth  of  the 
Saskatchewan  River. ^  The  1895  amendment  allowed  the  payment  of  $40,000. 
per  year  once  the  railway  was  built  half  that  distance.  In  addition 
it  was  provided  that  unless  work  was  begun  in  a  very  short  time  on  the 
original  Hudson  Bay  Railway  route,  two  other  routes  could  qualify  for 
the  assistance  to  be  obtained  under  the  transportation  contract.  One 
of  these  alternate  routes  coincided  with  the  proposed  route  of  the 

p 

Lake  Manitoba  Railway  and  Canal  Company. 


1.  See  above  p.p.  31-32  for  details  of  this  transportation  contract. 

2.  CANADA.  £8-j£  Vic.  Cap.  8. 
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Some  writers  have  hinted  at  deviousness  and  collusion  in  the 

passage  of  these  amendments.'1 2'  There  is,  however,  little  reason  to 

believe  that  this  was  either  necessary  or  possible  in  this  case.  The 

two  governments  concerned  almost  certainly  knew  of  each  other1 s 

actions.  Neither  drew  back  when  it  became  obvious  that  Mackenzie  and 

Mann  were  planning  to  combine  federal  and  provincial  aid  available  for 

the  two  railways  into  a  single  railway  project.  Both  governments  were 

anticipating  early  elections  and  any  proposals  to  build  to  Hudson  Bay 

were  politically  popular  in  the  West.  Both  governments  hoped  to  take 

credit  for  whatever  success  might  attend  the  Lake  Manitoba  Railway  and 

Canal  Company.  Sam  Hughes,  still  worried  about  Mackenzie’s  political 

ambitions,  was  active  in  Ottawa  on  behalf  of  the  promoters.  He  later 

claimed,  MIf  it  had  not  been  for  my  influence  with  Haggart  and  the 

Government  generally,  that  Dauphin  Charter  and  grant  would  have  gone 

into  an  entirely  different  channel...  It  required  the  most  careful  and 

o 

persistent  working  all  through.”*' 

What  was  required  even  more  than  Sam  Hughes’  persistent  working 
was  the  promoters’  ability  to  convince  the  two  governments  that  with 
the  requested  aid  they  would  in  fact  build  and  operate  the  promised 
railway. 

The  result  of  these  1895  amendments  was  that  very  substantial 
government  aid  for  the  construction  of  the  railway  from  Gladstone  to 
Dauphin  became  available  to  the  promoters.  From  the  federal  government 
they  obtained  a  6,400  acre  per  mile  land  subsidy  and  a  $40,000.  per 
year  transportation  contract,  the  latter  being  convertible  into  a 


1.  H.  A.  Fleming,  oja.  cit . ,  pp.  45-46. 

2.  Sam  Hughes  to  Porteous,  8  December,  1896;  Porteous  Papers ,  Vol.  4. 
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guarantee  on  interest  payments  of  a  $1,000,000.  bond  issue.  From  the 
provincial  government  they  obtained  an  $8,000.  per  mile  bond  guarantee 
for  a  total  guarantee  of  interest  and  principal  on  a  further  $1,000,000. 
bond  issue.  Thus  the  contractors  were  able  to  issue  $2,000,000.  worth 
of  partially  or  completely  guaranteed  bonds  and  still  have  2/3  of  the 
land  grant  unencumbered.  The  guarantees  could  assist  them  in  raising 
up  to  $16,000.  per  mile.  It  was  estimated  that  actual  construction 
costs  would  run  to  approximately  $11,000.  per  mile.  Thus  some  funds 
for  the  acquisition  of  rolling  stock  and  terminal  facilities  and 
other  necessary  equipment  would  be  available  out  of  the  proceeds  of 
the  bond  sales. The  financial  requirements  to  build  the  first  125 
miles  of  the  Lake  Manitoba  Railway  and  Canal  Company  had  been  met, 
thanks  to  the  persuasiveness  of  Mackenzie  and  Mann  and  the  co-operation 
and  assistance  of  the  Canadian  and  Manitoban  governments. 


2. 

The  success  of  Mackenzie  and  MannTs  first  venture  into  railway 
construction  and  ownership  was  not  only  dependent  on  satisfactory 
financial  arrangements.  They  also  had  to  obtain  satisfactory  working 
or  trackage  arrangements  with  the  larger  through  lines  if  they  were  to 
get  the  traffic  originating  on  their  lines  to  eastern  markets  at  reason¬ 
able  rates.  Here  again  they  received  strong  support  from  the  Manitoba 
government . 

The  const  miction  of  a  branch  line  to  Dauphin  by  itself  only  met 


1.  The  average  investment  per  mile  of  railway  in  Canada  in  1895  stood 
at  $55,000.  It  must,  however,  be  noted  that  construction  costs  on 
the  prairies  were  much  lower  than  in  other  parts  of  Canada.  In 
addition,  it  was  expected  that  the  Lake  Manitoba  Railway  and  Canal 
Co.  would  build  to  branch  line  rather  than  main  line  specifications. 
The  $55,000.  figure  also  represented  at  least  some  watered  stock. 
Stevens,  p.  17. 
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half  the  demands  of  the  Manitoba  Governments  railway  policies. 

It  would  provide  rail  facilities  to  an  area  that  had  hitherto  lacked 
them,  but  it  would  not  necessarily  bring  competition  or  reductions  in 
freight  rates  since  the  new  railway  would  remain  dependent  on  other 
through  lines  to  reach  eastern  markets.  A  poor  rate  arrangement  with 
the  through  lines  could  make  local  rate  reductions  impossible. 

The  Manitoba  arrangement  with  the  Lake  Manitoba  Railway  admit¬ 
tedly  allowed  the  provincial  government  to  regulate  rates  on  the  new 
railway.  But  by  the  very  nature  of  the  agreement  the  provincial  govern¬ 
ment  could  hardly  force  rates  down  to  unprofitably  low  levels.  If  it 
did  so,  it  would  be  called  upon  to  stand  behind  its  guarantee  and  pay 
any  fixed  charges  the  railway  was  unable  to  pay.  Thus  a  favourable 
division  of  rates  with  the  trunk  lines  was  essential  if  lower  rates 
were  to  be  made  possible,  and  the  Manitoba  government  was  very  much 
interested  in  seeing  the  Lake  Manitoba  Railway  get  the  best  rates 
possible. 

To  obtain  favourable  rates  it  was  considered  necessary  that  the 
Lake  Manitoba  Railway  should  at  least  have  a  choice  of  sending  its 
freight  east  via  either  the  C.  P.  R.  or  the  Northern  Pacific  and  its 
Manitoba  subsidiaries.  The  nearest  point  touched  by  both  these  rail¬ 
ways  was  Portage  la  Prairie,  and  the  charter  of  the  Lake  Manitoba  Rail¬ 
way  empowered  it  to  build  to  Portage.  This,  however,  meant  parallel¬ 
ing  the  Manitoba  and  North  Western  Railway  from  Gladstone  to  Portage 
la  Prairie. 

The  Manitoba  and  North  Western  Railway,  successor  of  the 
Portage,  West bourne  and  North  Western  Railway  Company,  began  as  a 
local  railway  between  Portage  la  Prairie  and  West bourne,  Manitoba. 

It  was  owned  by  the  Allans  of  Montreal  and  had  about  250  miles  in 
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1895.  It  had  ambitions  of  building  from  Winnipeg  to  Prince  Albert, 
but  had  encountered  serious  financial  difficulties  and  was  heavily 
indebted  to  the  provincial  government.'1 2' 

To  Sifton  it  seemed  logical  that  the  two  railways  should  work  out 
a  trackage  or  running  rights  arrangement  from  Gladstone  to  Portage  la 
Prairie.  Such  an  arrangement  would  give  the  Lake  Manitoba  Railway  an 
assured  route  to  the  nearest  point  of  competition  while  providing  the 
Manitoba  and  North  Western  with  additional  and  much  needed  traffic. 

The  Manitoba  and  North  Western,  with  its  own  ambitions  to  build 
to  Prince  Albert,  was  not  enthusiastic  about  the  proposed  arrange¬ 
ments.  Sifton  used  to  good  advantage  the  threat  of  provincial  support 
for  a  parallel  Mackenzie  and  Mann  line  to  Portage  la  Prairie  and  the 
provinces  position  as  creditor  of  the  Manitoba  and  North  Western. 

He  was  determined  to  see  that  Mackenzie  and  Mann  got  their  railway  and 
that  they  got  it  on  terms  that  would  not  force  the  Manitoba  govern¬ 
ment  to  pay  heavy  interest  charges  on  the  bonds  it  had  guaranteed. 
Through  Walter  Barwick,  the  financial  agent  of  the  Manitoba  govern¬ 
ment,  Sifton  kept  constantly  in  touch  with  and  often  influenced  the 

2 

negotiations  between  the  two  railway  companies. 

These  negotiations  were  lengthy  and  frequently  acrimonious  but 
eventually  an  agreement  drawn  up  by  Mackenzie  and  Mannfs  new  solicitor, 
Z.  A.  Lash,  was  found  acceptable  and  signed  in  June  of  1896.  This 
agreement  was  a  deathblow  to  the  hopes  and  aspirations  of  the  Manitoba 


1.  The  land  grant  of  the  Manitoba  and  North  Western  Railway  had  been 
pledged  as  security  for  funds  advanced  the  railway  by  the  province. 

2.  A  number  of  letters  and  telegrams  between  Sifton  and  Barwick  in 
1896  provide  a  good  account  of  the  progress  of  the  negotiations 
and  of  Sifton* s  part  in  them.  Sifton  Papers ,  Vol. 
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and  North  Western  Railway  to  become  something  more  than  a  local 
feeder  line.  A  few  years  later  it  was  leased  to  the  C.  P.  R.  while 
Mackenzie  and  Mann  obtained  their  own  lines  to  Portage  la  Prairie  and 
Winnipeg.  The  interim  arrangement,  however,  saved  Mackenzie  and  Mann 
the  immediate  expense  of  building  to  Portage  la  Prairie. 

It  was  perhaps  inevitable  that  the  Manitoba  and  North  Western 
was  bypassed  and  that  newer  railways  succeeded  where  it  failed.  Cer¬ 
tainly  the  trackage  rights  it  was  asked  to  give  in  1896  were  not  more 
onerous  than  concessions  the  C.  P.  R.  was  prepared  to  grant  voluntar¬ 
ily.  The  simple  fact  was  that  the  Manitoba  and  North  Western  was  al¬ 
ready  too  heavily  encumbered.  The  economic  depression  was  passing, 
but  it  left  the  Manitoba  and  North  Western  in  such  a  weak  position 
that  it  was  unable  to  participate  in  the  new  wave  of  expansion.  It 
gave  way  to  new  and  more  aggressive  schemes  not  burdened  by  the  debts, 
frustrations  and  failures  of  the  past. 

In  addition  to  the  favourable  trackage  arrangement  with  the 
Manitoba  and  North  Western  Railway,  the  Lake  Manitoba  Railway  and 
Canal  Company  also  obtained  a  good  division  of  rates  from  the  C.  P.  R.^ 
That  railway  proved  very  friendly  to  the  project  of  its  former  contrac¬ 
tors.  It  was  quite  happy  to  see  independent  railways  build  into  areas 
where  it  was  itself  still  unwilling  to  build.  These  new  lines  provided 


1.  Under  the  trackage  arrangement,  the  Lake  Manitoba  Railway  and  Canal 
Company  took  its  own  trains  over  Manitoba  and  North  Western  Railway 
lines  for  an  agreed  fee  or  rental.  At  Portage  la  Prairie  it  turned 
over  its  cars  or  its  traffic  to  one  of  the  through  lines,  generally 
the  C.  P.  R.  The  division  of  rates  refers  to  the  proportion  of  the 
total  freight  receipts  that  each  of  the  two  companies  got  on  freight 
passing  over  both  lines  and  being  handled  by  both  railways  before 
reaching  its  destination.  The  per  mile  cost  of  a  short  haul  is 
much  higher  than  that  of  a  long  haul  and  therefore  a  short  haul 
line  such  as  the  Lake  Manitoba  Railway  and  Canal  Company  had  to  get 
a  larger  per  mile  share  of  the  rates  than  the  long  haul  trunk  lines 
such  as  the  C.  P.  R. 
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valuable  traffic  for  the  C.  P.  R.  mainline.  They  brought  in  most  of 
the  construction  equipment  and  supplies  over  C.  P.  R.  lines  and,  once 
constructed,  became  valuable  feeder  lines  to  that  railway.  The  rela¬ 
tions  of  the  new  railway  with  the  C.  P.  R.  were  not  dissimilar  to  those 
which  had  existed  between  the  C.  P.  R.  and  the  St.  Paul,  Minneapolis 
and  Manitoba  Railway  some  twenty-five  years  earlier.  D.  B.  Hanna  dis¬ 
cussed  the  matter  of  the  relations  of  the  Lake  Manitoba  Railway  and 
Canal  Company  and  the  C.  P.  R.  in  some  detail  at  the  Canadian  Northern 
Arbitration  hearings. 

MI  might  point  out  that  while  we  are  not  making  any  special  claim 
to  having  assisted  the  C.  P.  R.  in  the  earlier  stages  of  our  develop¬ 
ment,  the  fact  remains  that  in  respect  to  settlers  going  into  the 
country,  home-seekers  looking  for  land,  and  in  respect  to  the  supplies 
required  by  the  settlers  of  the  farms,  including  implements  and  all 
the  other  accessories  essential  to  carrying  on  their  work,  the  C.  P.  R. 
had  the  benefit  of  the  long  haul  and  of  all  the  business  that  was 
founded  over  the  territories  we  were  developing ... I  should  add  further 
that  for  every  mile  of  road  the  C.  N.  R.  built  in  the  West  they  paid 
tribute  to  the  C.  P.  R.  Its  rails  came  from  the  east  and  they  had 
to  be  hauled  over  the  C.  P.  R.  tracks.  The  same  thing  applied  to 
some  extent  to  the  ties,  the  spikes,  the  bolts,  and  all  the  other 
material,  the  hundred  and  one  things  that  enter  into  the  construction 
of  a  railway.  The  C.  P.  R.  had  the  benefit  of  the  long  haul.  In 
addition  to  that,  we  were  employing  thousands  of  men  that  came  to 
carry  on  the  construction  work  and  they  were  coming  and  going  like 
busy  bees.”! 

Control  of  the  main  line  enabled  the  C.  P.  R.  to  control  the 
general  railway  situation,  at  least  for  a  number  of  years,  while  the 
existence  of  small  independent  companies  helped  silence  criticism  of 
its  monopoly  position.  To  crush  small  independent  companies  would  be 
politically  disastrous.  It  would  both  encourage  hostile  measures  and 
greatly  increase  the  pressure  on  the  C.  P.  R.  to  build  into  areas  where 
the  company  still  had  very  little  interest.  In  short,  the  C.  P.  R. 
found  it  in  their  interest  to  deal  leniently  with  the  newcomers  as 


1.  Arbitration,  p.  455-456. 
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D.  B.  Hanna  later  admitted.  ,rWe  were  treated  with  fair  consideration. 
We  never  had  much,  if  any,  complaint  to  make  of  the  C.  P.  R.  in  the 
early  days  in  that  regard,  (division  of  rates)**^ 

There  was  also  a  good  personal  relationship  between  the  senior 
officers  of  the  C„  P.  R.  and  the  promoters  of  the  Lake  Manitoba  Railway 
and  Canal  Company.  Mackenzie  and  Mann  had  done  a  good  deal  of  con¬ 
tract  work  for  the  C.  P.  R.  Van  Home  and  Mackenzie,  moreover,  were 
partners  and  associates  in  the  Toronto  Street  Railway  and  several 
other  undertakings.  In  fact  the  association  between  the  two  was  suf¬ 
ficiently  close  that  Van  Home  sent  his  son  Benny  on  a  Lake  Manitoba 
Railway  and  Canal  Company  survey  team  so  that  the  youngster  might 
gain  practical  surveying  experience.^  Van  Home  and  other  senior 
C.  P.  R.  officials  also  provided  Mackenzie  and  Mann  with  advice  on 
such  matters  as  motive  power,  rolling  stock,  rate  policies,  and  other 
operational  matters.^ 

Many  people  in  1896  and  later  believed  that  Mackenzie  and  Mann 
were  really  agents  of  the  C.  P.  R.  and  that  they  would  sell  or  lease 
their  lines  to  that  railway  once  construction  was  completed  and  the 
appropriate  subsidies  collected.  There  is,  however,  no  concrete 
evidence  to  support  this  belief,  other  than  the  fact  that  the  two 
railways  did  not  immediately  resort  to  open  warfare.  Such  warfare 
was  not  in  the  interest  of  either  company  and  the  C.  P.  R.  welcomed 


1.  Ibid. ,  pp.  658-659. 

2.  As  related  in  H.  W.  D.  Armstrong’s  unpublished  autobiography, 
PAC,  M.  G.  30,  4-1. 

3.  The  Porteous  Papers  contain  some  interesting  letters  in  which 

C.  P.  R.  officials  offer  advice  about  operational  matters  to  the 
owners  of  their  newest  competitors. 
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a  measure  of  competition  on  the  prairies,  provided  it  did  not  seriously 
threaten  its  main  line  traffic  over  the  long  and  unprofitable  line 
north  of  Lake  Superior.  Mackenzie  and  Mann,  meanwhile,  were  willing 
to  sign  agreements  with  the  Manitoba  government  which  specifically 
forbade  the  sale  or  lease  of  the  assisted  lines  to  the  C.  P.  R. 

3. 

Once  both  the  financial  support  from  the  two  governments  and  the 
necessary  traffic  arrangements  seemed  assured,  Mackenzie  and  Mann  were 
in  a  position  to  begin  operations.  An  organizational  meeting  of  the 
Lake  Manitoba  Railway  and  Canal  Company  was  held  on  29  January,  1896, 
at  which  $200,000.  of  the  authorized  $800,000.  capital  stock  of  the 
company  was  subscribed  and  10$  deposited  in  the  Canadian  Bank  of  Com¬ 
merce.  William  Mackenzie  and  Donald  Mann  were  the  principal  share¬ 
holders  but  five  other  men,  C.  E.  L.  Porteous,  James  Gunn,  J.  M.  Smith, 
Frederic  Nichols  and  A.  J.  Sinclair,  were  given  the  minimum  20  shares 
each  to  qualify  for  election  as  directors  and  officers  of  the  Company. ^ 
The  five  were  then  duly  elected;  Mackenzie  and  Mann  being  prevented 
by  the  terms  of  the  railway  act  from  occupying  these  positions  them¬ 
selves.  'The  railway  act,  in  an  effort  to  prevent  contractors  from 
exercising  undue  influence,  disqualified  them  from  election  to  the  Board 
of  Directors  of  the  railway  for  which  they  did  construction  work. 
Mackenzie  and  Mann  intended  to  become  the  main  contractors  of  their  new 
railway.  They  were  therefore  unable  to  function  as  officers  of  the 
railway  in  which  they  owned  or  controlled  all  the  stock. 


1.  Minutes  of  Meetings  of  the  Provisional  Directors  of  the  Lake  Man¬ 
itoba  Railway  and  Canal  Company,  29  January,  1896;  C.N.  Vol.  1265. 
Minute  Book  of  the  Lake  Manitoba  Railway  and  Canal  Company. 


„  ■■  1  .  1  .  .  CVO  [  ti  '  ■  ...  ■  .  ■  '  • 

. .  ■  V.  O'lq  ■  .  .  .  ■  •  '  :  V  .  .  -  .  NTli . S  C  •  i  -  S 

.  .  .  . 

c 

ilC  >qfi  oirfl  .  ■  '  t  n  c  •  •  •  ;:c  .  ■  •  :  h 


.  : 


m©  end  ...  k  nx  ■  -  o  ;  t 

...  ..  .  .  -  .  .  :  ■  •  :  V  aet  •  ■' 

.  n<  •  ■  n  •  ■  ■  i . 

r  ..  .-•-■i.  o. -i.  ioO  jor  . .  .>■  .  v..  •.  .v 

...  .  .  ■  ....  i Si  .  .  . 

v i i  pi  j  • 

...  ni  .  . 

....  .  .  ■  .  ....  .  •  .  .  .  .  ■  .  . 

,  .•  .  .  ....  .  :  .  .  .. 

....  .....  .  LL 

■  .  i  t  *  ,  .... 

-  ;  u  2nvi..a,  y  •  >i,  doc  :ci“.  «;■*  V. .  ©fio  /<i 

•'  '  ■  r  .  '  •  .  i  ...  .  .  -  v  ... 

-•-cc  — ;■  v;..'..  \  . ,  r  ...  ,  iri„  x  an:  cl  •  .:  ilo'-  .y 

xci  .  ~..i  ci>  *.x  v  iic.'.  .»■;  ic.j  ;  il  o;  r  *.o  s*iod 

wf’i  j  io  eioJeaiv- nee  c  •  /j .  t  yrii  aaooacf  Ov.  be>-f:s^nl  mu-.  „>ru  ©x^nejioti^ 

■  .  '  ■  9  ©  ■  r  . 

...  .  ....  ir  n  . 


*t  lo  aiOsT:  i  .  .  .. 

•  .  -  •  •  -  •  .  11 

•  .T  'Vrt  -f/s/v'V  *4>mH( 


41 


The  first  directors’  meeting  was  held  on  20  February,  1896  when 
a  contract  for  the  construction  of  the  first  100  miles  of  the  railway 
was  approved.  The  contractors  were  Mackenzie  and  Mann  and  the  contract 
provided  that  in  return  for  construction  services  the  railway  company 
would  transfer  its  land  grant  and  its  transportation  contract  with 
the  federal  government  to  the  contractors.  The  contractors  in  return 
agreed  to  supply  the  necessary  money  or  to  raise  it  through  loans  or 
advances  from  the  Canadian  Bank  of  Commerce  and  to  build  the  railway. 
The  land  grant  and  the  transportation  contract  were  to  be  offered 
the  Bank  as  security  for  these  advances. ^ 

This  first  contract  remained  in  force  only  until  the  railway 
could  obtain  funds  from  the  sale  of  bonds,  still  unissued  in  1896. 

The  initial  $20,000.  paid  on  the  subscribed  stock  had  already  been 
largely  spent  on  items  such  as  surveys,  legal  fees,  etc.,  and  the 
railway  was  short  of  funds.  It  expected  to  obtain  the  money  it  needed 
from  the  sale  of  guaranteed  bonds,  but  to  delay  construction  until 
these  bonds  could  be  issued,  guaranteed  and  sold  would  make  completion 
of  the  line  in  1896  impossible.  Such  a  delay  of  actual  construction 
until  the  following  year  would  not  be  regarded  with  favour  by  either 
federal  or  provincial  politicians.  Thus  an  interim  arrangement  was 
made,  the  net  effect  of  which  was  that  the  contractors  temporarily 
obtained  and  then  pledged  the  principal  asset  of  the  railway  com¬ 
pany,  plus  their  own  credit,  as  security  for  advances  made  by  the 
Canadian  Bank  of  Commerce.  Transactions  of  this  nature  left  many 
observers  confused  and  suspicious,  but  they  enabled  Mackenzie  and  Mann 
to  get  things  done  quickly.  In  this  case  it  enabled  them  to  build  the 


1.  Directors’  Meeting,  20  February,  1896;  Ibid. 
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first  100  miles  of  the  Lake  Manitoba  Railway  and  Canal  Company  immedi¬ 
ately.  The  political  rewards  of  such  prompt  action  were  immense. 

A  subsequent  Special  General  Meeting  of  the  Shareholders  was  held 
on  7  April,  1896.  The  shareholders  approved  the  actions  of  the  dir¬ 
ectors  and  also  authorized  the  issuing  of  first  and  second  mortgage 
bonds  up  to  a  total  of  $20,000.  per  mile."^  The  general  terms  of  the 
running  rights  agreement  with  the  Manitoba  and  North  Western  Railway 
were  approved  at  the  same  meeting. 2 

A  bond  guarantee  agreement  between  the  railway,  the  contractors 
and  the  Manitoba  government  was  signed  on  9  April,  1896.  This  agree¬ 
ment  was  modified  on  7  May,  1896. ^  As  a  result,  major  modifications 
in  the  railway ’s  construction  contract  became  necessary  and  on 
18  May,  1896  the  original  construction  contract  of  20  February,  1896 
was  cancelled.^  A  new  construction  contract  was  signed  the  same  day, 
18  May,  which  provided,  among  other  things,  that  in  return  for  con¬ 
struction  services,  the  railway  company  would  issue  to  the  contractors, 
Mackenzie  and  Mann,  as  fully  paid  up  stock,  the  $200,000.  already 
subscribed  and  also  the  $600,000.  of  stock  as  yet  unissued. 

Also  on  18  May,  1896,  the  directors  approved  the  issue  of 

1.  Special  General  Meeting  of  Shareholders,  7  April,  1896;  Ibid. 
Approval  to  issue  the  bonds  came  from  the  shareholders  but  the 
bonds  themselves  were  issued  by  the  directors.  Not  all  the 
bonds  authorized  by  the  shareholders  were  issued  and  those 
issued  were  not  always  sold  immediately. 

2.  Loc.  cit. 

3.  Directors’  Meeting,  12  May,  1896;  Ibid. 

4.  Directors’  Meeting,  18  May,  1896;  Ibid. 

5.  See  references  in  Directors’  Meeting,  18  December,  1896; 

Ibid. 
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$1,000,000.  of  first  mortgage  bonds.'1 2 3 4'  The  details  of  this  bond  issue 

2 

were  not  finally  arranged  until  8  October,  1896,  although  the  bonds 

were  dated  1  August,  1896.  These  were  the  bonds  to  be  guaranteed  by 

the  provincial  government  and  the  delay  was  due  to  several  amendments 

3 

demanded  by  the  provincial  authorities. 

The  net  result  of  all  these  transactions  was  that  the  issue  of 
bonds  up  to  $20,000.  per  mile  were  authorized  by  the  shareholders  but 
only  $1,000,000.  provincially  guaranteed  U%  bonds  were  actually  issued 
for  the  construction  of  the  first  125  miles  of  the  Lake  Manitoba  Rail¬ 
way  and  Canal  Company.^  In  addition,  under  the  terms  of  their  con¬ 
struction  contract,  Mackenzie  and  Mann  gained  control  of  the  entire 
capital  stock  of  the  Lake  Manitoba  Railway  and  Canal  Company. 

Construction  of  the  line  from  Gladstone  to  Dauphin  was  begun  early 
in  1896  and  the  first  100  miles  were  completed  before  the  winter  freeze 
up.  The  new  railway  was  greeted  with  enthusiasm  by  the  people  of  the 
area.  D.  B.  Hanna,  the  railway’s  first  general  manager,  described 
local  reactions. 

*’I  may  say  that  the  people  were  just  as  proud  of  the  road  as  we 
were.  They  looked  upon  it  as  their  salvation,  because  many  of  the 
farmers  had  been  in  that  district  for  years  and  years  and  they  had 
not  been  in  sight  of  a  locomotive  or  heard  the  toot  of  a  locomotive 


1.  Directors’  Meeting,  18  May,  1896;  Ibid.,  pp.  21-25. 

2.  Directors’  Meeting,  8  October,  1896;  Ibid. .  pp.  31-35. 

3.  There  is  evidence  of  considerable  bargaining  between  the  Manitoba 
government,  the  railway  and  the  contractors  before  the  final  terms 
of  the  bond  guarantee  arrangement  were  finally  approved.  The 

result  was  that  it  committed  both  Mackenzie  and  Mann  and  the 
provincial  government  to  the  success  of  the  railway. 

4.  See  Memorandum  re  Bond  Issues  of  The  Canadian  Northern  Railway 
Company  and  Its  Predecessors,  15  November,  1903,  by  Z.  A.  Lash; 

C,  N.  Vol.  3125.  Miscellaneous  Documents. 
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whistle  all  those  years. 

The  standard  of  construction  on  the  new  railway  was  not  high.  It  was 
built  to  branch  line  specifications  and  designed  for  the  traffic  immedi¬ 
ately  available.  For  this  purpose  the  construction  was  adequate  and  the 
road  passed  inspection  by  Department  of  Railways  and  Canals  officials. 

The  rolling  stock  was  at  first  inadequate.  In  1897  there  were 
only  3  locomotives,  two  first  class  coaches,  1  baggage  car,  50  box 
cars,  31  flat  cars  and  two  conductors’  cabooses  on  the  line.  There 
were  times  when  only  one  locomotive  was  available  to  take  care  of  the 
traffic  of  the  railway.  One  was  used  almost  exclusively  on  the  construc¬ 
tion  train  while  the  third  was  an  old  machine  requiring  frequent  and 
prolonged  attention  in  the  repair  shop. 


4. 


In  its  first  six  months  of  operation,  the  Lake  Manitoba  Rail¬ 
way  and  Canal  Company  showed  a  net  profit  of  $2,560.98  and  gross 
earnings  of  $27,129.00.  This  was  a  pleasant  surprise  for  the  two 
governments  directly  concerned,  who  had  been  prepared  to  pay  interest 
charges  for  a  few  years  until  the  new  railway  got  established.  It  was 
always  a  point  of  special  pride  to  the  promoters  and  their  general 
manager,  D.  B.  Hanna,  that  this  was  not  necessary  and  that  the  road 
paid  its  way  from  the  very  beginning.-^  The  financial  success  of 
the  road  during  the  first  year  of  operation,  coupled  with  the 
rapid  and  satisfactory  construction  record,  very  greatly  enhanced 


1.  Arbitration,  p.  402. 

2.  Ibid. .  p.  407. 


3.  Ibid. .  pp.  406-408. 
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the  political  and  financial  prestige  and  standing  of  Mackenzie  and 
Mann.  In  fact  the  success  of  Mackenzie  and  Mannfs  railway  companies 
was  in  large  measure  the  result  of  their  success  as  contractors  who 
got  things  done. 

In  their  first  year  of  operations  Mackenzie  and  Mann  also 
revealed  a  method  of  operation  which  was  to  become  very  common  on 
their  lines.  The  promoters  and  their  general  manager  always  kept  a 
very  close  watch  on  the  economic  needs  and  opportunities  of  the  ter¬ 
ritories  they  served.  Where  there  was  little  or  no  local  traffic, 
they  frequently  created  some.  This  led  them  into  a  variety  of  economic 
ventures  not  directly  associated  with  railway  operations.  The  first 
instance  of  this  kind  of  activity  was  the  selling  of  seed  grain  to 
farmers  in  the  Dauphin  area.  Hanna  described  it  thus, 

n These  settlers  had  gone  in  years  before  unable  to  get  seed  of 
a  proper  kind  to  carry  on  their  business;  I  at  my  own  expense  in 
the  spring  of  1897  purchased  3,000  bushels  of  seed  wheat,  had  it 
properly  cleaned,  but  in  sacks,  and  shipped  to  Dauphin.  It  was  not 
a  philanthropic  act  because  I  collected  from  the  farmers  the  price 
of  that  wheat.  But  that  gave  them  for  the  first  time  an  opportunity 
of  growing  grain  from  the  best  kind  of  seed.“l 

Hanna  was  not  in  error  when  he  added,  “Now  what  we  have  done  there 
has  been  repeated  in  so  many  other  enterprises  since  that  time  that  it 
would  take  a  whole  day  to  tell  the  whole  story  in  that  respect.”1 2 

Ventures  of  this  nature  were  not  necessarily  profitable  in  them¬ 
selves.  They  did,  however,  create  local  traffic  where  none  existed 
before.  An  added  advantage  was  that  the  pioneers  and  farmers  along 
Canadian  Northern  lines  came  to  look  on  the  Canadian  Northern  as  a 
friend  and  an  ally.  This  railway  was  not  an  ally  of  the  seed  merchants. 


1.  Ibid. ,  p.  404. 


2.  Loc.  cit. 
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the  elevator  owners,  and  all  the  other  middlemen  the  prairie  farmer 
disliked.  Actions  such  as  Hanna’s  in  1897  frequently  antagonized  these 
middlemen.  The  C.  P.  R.  had  always  tended  to  ally  itself  with  their."1 
and  made  Hanna’s  actions  seem  all  the  more  significant  to  the  farmers, 
especially  where  sharp  reductions  in  retail  prices  accompanied  the 
arrival  of  a  Mackenzie  and  Mann  road.  The  approach  brought  the  new 
railway  much  popular  support,  but  also  led  to  considerable  opposition 
amongst  segments  of  the  western  business  community. 

The  first  year  of  operations  was  also  very  successful  in  another 
way.  In  that  year  Mackenzie  and  Mann  enlisted  in  their  service  two 
brilliantly  competent  lieutenants.  The  two  were  D.  B.  Hanna  who  was 
appointed  General  Manager  of  the  Lake  Manitoba  Railway  and  Canal 
Company,  and  Z.  A.  Lash  who  was  retained  as  the  company’s  solicitor. 

Hanna  was  a  Scot  who  came  to  Canada  in  his  youth  to  enter  the 
service  of  the  Grand  Trunk  Railway  as  a  clerk.  Circumstances  led  him 
westward  in  the  1880’ s  and  he  came  to  hold  several  positions  with 
the  struggling  Manitoba  and  North  Western  Railway.  The  running 
rights  arrangement  of  the  Lake  Manitoba  Railway  and  Canal  Company 
over  the  lines  of  the  Manitoba  and  North  Western  brought  him  in  direct 
contact  with  Mackenzie  and  Mann.  They  quickly  recognized  his  excep¬ 
tional  managerial  abilities  and  offered  him  the  position  of  General 
Manager  of  their  road.  Hanna  decided  the  future  lay  with  the  new  road 
and  quickly  identified  himself  with  it.  Later  he  was  proud  to  refer 
to  himself  as,fExhibit  A”  of  the  Canadian  Northern  Railway.  His 
ability  as  manager  and  administrator  contributed  immensely  to  the 

1.  The  famous  grain  blockades  of  the  1880’ s,  for  example,  were  blamed 
in  part  on  the  C.  P.  R.’s  alliance  with  the  elevator  owners  and 
its  refusal  to  allow  the  construction  of  independent  and  inexpen¬ 
sive  grain  ’’warehouses1'  along  its  tracks. 
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operational  success  of  that  railway.^- 

Z.  A.  Lash  was  born  and  educated  in  Newfoundland  but  came  to 
Canada  West  to  practice  law.  He  was  called  to  the  bar  of  Ontario 
in  1868  and  was  appointed  Deputy  Minister  of  Justice  in  1872.  He  held 
this  post  until  1876  and  greatly  impressed  Edward  Blake,  one  of  the 
Ministers  of  Justice  under  whom  he  served.  When  he  left  the  Department 
of  Justice,  Lash  .joined  Blake  in  the  famous  law  partnership  of  Blake, 
Lash  and  Cassels.  His  services  were  first  engaged  by  Mackenzie  and 
Mann  in  1896  in  connection  with  the  Manitoba  and  North  Western  Railway 
running  rights  negotiations.  In  these  negotiations  he  fully  demon¬ 
strated  his  extraordinary  ability  to  draft  agreements  embodying  pre¬ 
cisely  what  his  employers  wanted.  Hanna  wrote  of  Lash’s  abilities, 

"So  exquisite  was  his  appreciation  of  word  values,  that  although  others 
might  embody  an  intention  in  a  series  of  paragraphs  apparently  beyond 
criticism,  his  mastery  of  precision  and  shade  was  such  that  he  could 
clothe  it  in  language  which  had  the  exactitude  of  a  multiplication 
table  and  the  clarity  of  a  mirror.'’^  In  fact  the  clarity  of  the  various 
agreements  and  the  minutes  of  directors  and  shareholders  meetings  of 
the  Canadian  Northern  Railway  is  amazing,  given  the  complexities  of 
the  situation.  Only  a  man  of  exceptional  ability  could  have  kept  the 
varied  and  widespread  legal  involvements  of  Mackenzie  and  Mann  in  good 
order.  Lash  was  such  a  man  and  his  mastery  of  Mackenzie  and  Mann’s 
legal  affairs  helped  them  circumvent  many  a  snare.  It  also  overawed 

1.  The  best  single  source  on  D.  B.  Hanna  is  his  autobiography,  titled 
Trains  of  Recollection.  Toronto,  1924.  Additional  information  on 
both  Lash  and  Hanna  is  available  in  the  Canadian  Northern  Arbitra¬ 
tion  proceedings. 

2.  As  quoted  in  Stevens,  p.  35. 
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and  intimidated  many  a  government  investigator  during  the  later  his¬ 
tory  of  the  Canadian  Northern.  Lash’s  vast  legal  knowledge  frequently 
served  Mackenzie  and  Mann  very  well  when  difficult  negotiations  were 
undertaken,  and  enabled  them  to  do  many  unusual  but  not  illegal  things. 
He  served  Mackenzie  and  Mann  steadily  from  1896  and  after  1902  devoted 
most  of  his  time  to  his  duties  as  Chief  Solicitor  of  the  Canadian 
Northern  Railway. 

By  the  end  of  1897  it  had  become  obvious  that  Mackenzie  and  Mann 
were  not  only  successful  railway  promoters  and  builders.  They  had 
also  demonstrated  that  they  could  provide  a  proper  basis  for  the  suc¬ 
cessful  operation  of  their  railway.  Their  success  made  it  much  easier 
for  Mackenzie  to  go  to  England  to  negotiate  the  sale  of  the  bonds  of 
his  railway.  It  also  helped  the  two  partners  to  negotiate  new  railway 
agreements  and  contracts  with  both  federal  and  provincial  governments. 


5. 


Despite  their  promotional  success  on  the  Lake  Manitoba  Railway 
and  Canal  Company,  Mackenzie  and  Mann  met  with  two  serious  business 
reverses  in  1897  and  1898.  Two  separate  projects  caught  their  atten¬ 
tion  during  these  years  and  both  failed,  at  least  insofar  as  Mackenzie 
and  Mann  were  concerned.  Neither  was  directly  related  to  the  Canadian 
Northern  Railway  but  the  success  of  these  projects  could  have  meant 
serious  delay  in  further  expansion  on  the  prairies.  They  are  an  import¬ 
ant  chapter  in  the  careers  of  Mackenzie  and  Mann  and  in  the  evolution 
of  their  financial  and  political  plans  and  designs. 

The  first  of  these  two  ventures  was  the  construction  of  the  Crows 
Nest  Pass  Railway.  It  arose  directly  out  of  fears  that  ex-Canadian 
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James  J.  Hill,  now  president  of  the  Great  Northern  Railway,  was  seri¬ 
ously  entertaining  an  ambition  to  extend  the  operations  of  his  railway 
into  the  mining  areas  of  southern  British  Columbia.  It  was  one  of  the 
few  times  when  an  American  railway  genuinely  threatened  to  invade  Can¬ 
adian  territory,  and  the  prospect  alarmed  many  Canadians.  If  Hill  was 
to  be  forestalled,  a  Canadian  railway  into  the  area  was  required.  In 
1895  the  C.  P.  R.  requested  federal  aid  for  the  construction  of  such  a 
line,  submitting  a  proposal  offering  rate  concessions  and  limited 
federal  control  over  rates  on  the  new  line  in  return  for  a  federal 
cash  subsidy  of  $11,000.  per  mile  for  a  330  mile  line  from  Lethbridge, 
Alberta,  to  the  Kootenay  Valley.  The  declining  Conservative  adminis¬ 
tration  of  Mackenzie  Bowell  found  itself  unable  to  take  concrete  action 
on  the  proposal.  Once  the  Laurier  government  was  securely  in  power, 
however,  negotiations  were  renewed  and  ultimately  carried  to  a  suc¬ 
cessful  conclusion. 

Several  alternatives  were  considered.  One  of  the  most  frequently 
mentioned,  especially  in  the  monopoly  conscious  West,  was  the  incorpor¬ 
ation  of  a  new  company  similar  to  the  Calgary  and  Edmonton  or  the 
QuTAppelle,  Long  Lake  and  Saskatchewan.  Such  a  company  would  build 
the  line  and  then  either  operate  it  itself  or  lease  it  to  the  Canadian 
Pacific.  At  this  stage  in  the  negotiations  Mackenzie  and  Mann  were 
very  prominent,  as  were  Senator  Cox  and  others  later  associated  with 
the  Grand  Trunk  Pacific  project.1 

The  C.  P.  R.  was  not  altogether  opposed  to  the  idea  of  having  an 
independent  company  build  the  Crows  Nest  Pass  Railway,  provided  the 


1.  Porteous  to  Ross,  20  March, 1897;  Porteous  Papers,  Vol.  1^, 

pp.  232-233. 
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traffic  from  this  railway  would  eventually  find  its  way  onto  the 
C.  P.  R.  mainline.  But  for  the  federal  government  there  was  a  serious 
problem  about  getting  firm  rate  concessions  if  an  independent  company 
took  the  project.  Maximum  rates  to  Lethbridge  only  would  be  of  compar¬ 
atively  little  value  if  these  could  be  offset  by  high  rates  on  the 
C.  P.  R,  east  of  Lethbridge.  The  only  way  to  get  rate  concessions  that 
would  be  effective  to  the  Lakehead  was  to  get  a  definite  commitment 
from  the  C.  P.  R.  itself.  This  could  best  be  done  by  giving  the  entire 
project  to  the  C.  P.  R.,  and  a  suitable  agreement  with  that  company  was 
eventually  signed. 

Mackenzie  and  MannTs  hopes  of  obtaining  federal  aid  to  build  a 
line  through  the  Crows  Nest  Pass  were  thereby  thwarted.  This  had  sev¬ 
eral  important  effects  on  their  other  railway  activities.  In  the  first 
place  the  awarding  of  the  Crows  Nest  Pass  agreement  to  the  C.  P.  R.  per¬ 
manently  deflected  Mackenzie  and  Mann’ s  interests  northward,  while 
giving  the  C.  P.  R.  a  decidedly  southern  orientation  on  the  prairies. 

The  two  old  routes  via  the  Yellowhead  and  the  Peace  River  Passes  which 
Sandford  Fleming  had  deemed  most  appropriate  for  a  trans-continental 
railway  were  still  unappropriated  while  the  C.  P.  R.  now  held  both  the 
Kicking  Horse  and  the  Crows  Nest  Passes. 

In  addition  the  failure  of  Mackenzie  and  Mann  to  get  either  partial 
control  of  or  construction  contracts  on  the  Crows  Nest  Pass  Railway 
cooled  their  relations  with  the  C.  P.  R.  and  left  them  free  to  pursue 
their  own  designs  and  to  avail  themselves  of  other  opportunities  that 
might  present  themselves. 


. X  ..  .  •  •  .  .  ' 


v.  v  u  •.  j  .  ...  .  ... 

;j  Jne;  r.o  n  .  :  .  1  iw-.  or :n  :  o  :  j  :.t;o  Jj;o  ..  V. . 

.  ..  •  . j.  oC'--.  .  .  .  .  i:  .  .  onV.  w 

drii  no  eo.  4  i 

..... 

•  -  .  k  :‘ls  A  <*  .  .  .  .  -  .  •  ........  •;  :  . 

....... 

.  ..  ;  •.  ..  J  ■ 

.  .  .'.  .1  ..:  .  : ' 

'■  <•>  •  l  -.''-c  :•  h  ,o  ■  ■  .  _(i'  1  n- . .  orr  .  j-c  r  .. 

>  ■  .  oJr  ...  V.  ■  .Vi'  .  :  J  o  .  •  :  c.  *  r.,  >r.w  .  or..,'... 

.  ■  ... 

•  .  *  .  w  i  .  •  .  .>>.■  .  v.  .  .  .  o :  -V.. 


©IXriw  timsird4*xo  . . 

.  .... 

■■■  -  .  ...  ll .  ..  V  •  ,  ...  ■  • 

•  .:  V  8  ■)  Li£S  it  ...  •  • 

. 

-  i  V  .  -  :.1  OW  o:.J  .  J,  :  ‘.v,  V  W  O...: 

. 

>  O'  >: i J  Cu<  (  O  v>  '■  .J  n  c  i<  \  u  .  .  ..  j 

•  '  •  •  .  .  _  .  .  .  . 

■  :  -  o.'J  .  .  .  .  .'  \  Ci  e  \.g  ,  rc. .  v  r  w 

.i  . ...  . ; J  j  /it;  ■:  .  L  . 


51 


6. 

The  next  opportunity  came  quickly.  In  September  of  1897  gold 
was  discovered  in  the  Yukon  and  large  numbers  of  miners,  prospectors 
and  speculators  rushed  into  the  area.  For  the  Canadian  government 
this  raised  two  immediate  problems.  First  there  was  the  difficulty  of 
maintaining  law  and  order  in  the  area,  aggravated  by  the  fact  that  the 
Canada-Alaska  boundary  in  the  area  was  in  dispute.  Second,  and  equally 
important,  was  the  Canadian  government’s  concern  to  maintain  control 
over  the  trade  and  commerce  of  the  area.  American  steamers  plying  the 
Pacific  coast  seriously  threatened  to  capture  and  dominate  the  trade  of 
the  Yukon.  To  meet  the  situation,  the  Canadian  government  felt  con¬ 
strained  to  establish  viable  Canadian  trade  and  supply  routes  to  the  Yukon. 

Two  main  Canadian  supply  routes  to  the  Yukon  seemed  feasible. 

The  first  was  from  Vancouver  by  steamer  to  some  Canadian  debarkation 
point.  Thence  overland  transportation  to  the  Klondike  or  to  the  head 
of  navigation  on  Teslin  Lake  would  be  required.  The  second,  and  much 
more  expensive,  was  an  overland  supply  route  from  Edmonton. 

The  Canadian  government  chose  the  first  alternative.  The  details 
of  the  government’s  plan  to  capture  the  Yukon  trade  for  Canada  were 
worked  out  late  in  1897  and  early  1898.  Sifton,  the  minister  respon¬ 
sible  for  the  administration  of  the  Yukon,  took  a  leading  part  in  the 
formulation  of  government  policy  although  the  railway  legislation  was 
later  introduced  in  Parliament  by  the  Minister  of  Railways  and  Canals, 

A.  G.  Blair.  In  January  of  1898,  the  new  proposals  were  made  public. 

They  provided  for  steamboat  service  to  the  head  of  navigation  on  the 
Stikeen  River,  either  at  Glenora  or  Telegraph  Creek,  and  the  construc¬ 
tion  of  a  railway  from  one  of  these  points  to  Galbraith’s  post  on 
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Teslin  Lake.  From  here  there  was  uninterrupted  navigation  to  Dawson. 

The  railway  was  to  be  about  130  miles  in  length.  Speed  was  of  the  ut¬ 
most  importance  and  the  contractors  were  required  to  build  a  waggon 
road  immediately  and  to  have  it  completed  in  six  weeks.  The  railway 
was  to  be  built  and  in  operation  in  seven  months,  or  by  1  September, 

1898. 1 

A  contract  was  immediately  let.  The  successful  contractors  were 
Mackenzie  and  Mann  who,  by  their  assurances  and  past  performance,  con¬ 
vinced  Sifton  that  they  could  work  with  the  speed  demanded  by  the  govern¬ 
ment.  They  received  a  25,000  acre  per  mile  land  grant  subsidy  and 
agreed  to  some  government  control  over  rates  to  be  charged  on  the  line. 
The  contractors  paid  a  required  $250,000.  deposit  as  evidence  of  good 
faith  and  began  work  on  the  waggon  road.  The  contract  itself  was 
referred  to  parliament  for  ratification. 

In  parliament  serious  opposition  to  the  contract  developed. 

Five  basic  arguments  were  used  against  it.  First,  there  was  serious 
doubt  whether  Canadian  vessels  would  be  allowed  by  the  Americans  to  go 
unimpeded  to  the  head  of  navigation  on  the  Stikeen.  If  the  Americans 
imposed  their  control  on  all  navigation  up  the  Stikeen,  the  whole  pro¬ 
ject  would  be  futile. 

Second,  a  number  of  local  politicians  from  Edmonton  and  the 
prairies  wanted  the  overland  route  via  Edmonton  and  at  one  time  Frank 
Oliver,  supported  by  at  least  four  other  prairie  Liberals,  was  pre¬ 
pared  to  break  with  his  party  on  the  issue.2 


1.  Statutory  History,  p.  141. 

2.  Isaac  Campbell  to  Sifton,  18  February,  1898;  Sifton  Papers,  Vol.  42* 
pp .  26644-26645 . 
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Third,  there  was  considerable  criticism  of  the  large  land  grant 
that  was  to  be  given  to  the  contractors  as  a  subsidy.  No  one  knew 
the  exact  value  of  the  lands  in  question  but  opposition  spokesmen 
were  inclined  to  see  them  as  ,facres  of  goldfields".  Eastern  Liberals, 
long  accustomed  to  denouncing  Conservative  land  subsidies  to  railways, 
also  found  this  aspect  of  the  contract  very  difficult  to  accept. 

Fourth,  there  was  opposition  to  several  vague  clauses  in  the 
contract.  It  had  been  drawn  up  by  Z.  A.  Lash  and  was  worded  in  such 
a  way  that  it  was  not  altogether  certain  whether  Mackenzie  and  Mann 
would  operate  the  railway  after  it  was  built.  It  was  suggested  that 
they  were  building  the  railway  only  to  get  the  land  grant  and  had  no 
interest  in  the  railway  itself.  Such  criticism  implied  that  the  con¬ 
tractors  themselves  believed  the  railway  could  not  be  a  financial  suc¬ 
cess. 

Fifth,  the  Conservatives  saw  in  the  Stikeen  and  Teslin  Lake  Railway 
contract  an  opportunity  to  make  some  political  capital.  Through  their 
overwhelming  majority  in  the  Senate,  they  were  in  a  position  to  defeat 
the  bill.  They  sensed  divisions  among  the  Liberals  and  uneasiness  in 
the  public  mind  and  made  the  most  of  their  opportunity  to  harass  and 
embarrass  the  government  and  finally,  in  April  of  1898,  to  defeat  the 
bill  in  the  Senate. 

Sifton  immediately  tried  to  negotiate  an  alternative  contract  with 
Mackenzie  and  Mann,  but  divisions  within  Liberal  ranks  defeated  the 
scheme.  There  were  also  negotiations  with  the  British  Columbia  govern¬ 
ment  to  obtain  support  for  an  alternate  Yukon  railway  project,1  but 
political  instability  in  that  province  defeated  the  scheme.  In  a  year 


1.  Kearney,  p.  234. 
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or  two  the  crisis  in  the  Yukon  passed  and  the  scheme  of  building  a  rail¬ 
way  to  the  Yukon  died  with  it. 

The  divisions  in  Liberal  ranks  on  this  issue  are  of  considerable 
interest.  With  the  exception  of  the  proponents  of  the  Edmonton  route 
western  politicians  were  inclined  to  support  the  scheme.  The  opposi¬ 
tion  came  primarily  from  Ontario  and  Quebec.  Fitzpatrick  took  a  leading 
part  in  opposing  the  measure  in  cabinet,  thereby  increasing  the  enmity 
between  himself  and  Sifton.^  The  remnants  of  the  Ontario  Clear  Grits 
were  inclined  to  see  evil  and  corruption  in  all  railway  subsidies.  At 
best  Ontario  and  Quebec  cabinet  ministers  were  lukewarm  in  their  sup¬ 
port  of  the  scheme. 

The  Maritime  members  seemed  generally  willing  to  accept  the 
scheme,  but  with  some  reservations.  The  position  of  the  Minister  of 
Railways  and  Canals,  A.  G.  Blair,  is  of  particular  interest  in  this 
case.  C.  E.  L.  Porteous,  Mackenzie’s  financial  agent,  accused  Blair 
of  being  instrumental  in  defeating  the  scheme. 

n Sift on  is  determined  to  drive  the  contract  through  in  some  shape, 
but  the  rank  and  file  of  the  party  are  unmistakably  lukewarm.  The 
scheme  was  really  killed  by  Blair’s  treachery,  it  never  recovered 
from  his  introduction  in  the  Commons. n2 

The  tone  of  Blair’s  correspondence,  on  the  other  hand,  suggests 
strong  support  for  the  measure. 

**I  left  Ottawa,  after  the  meeting  of  Council  on  Saturday  last, 
with  the  confident  expectation  that  the  decision  would  be  to  push 
the  waggon  road  into  the  Yukon  at  once... I  am  satisfied  we  would 
do  ourselves  a  very  great  deal  of  credit  if  we  take  this  thing  up 


1.  Fitzpatrick  to  Laurier,  12  March,  1898;  Laurier  Papers.  Vol.  6£, 
pp.  21457-21460. 

2.  Porteous  to  James  Ross,  1  April,  1898;  Porteous  Papers.  Vol.  20, 
pp.  50-51. 
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vigorously,  and  I  should  be  more  than  pleased  if,  on  further  con¬ 
sideration  you  feel  like  recommending  this  course  to  Council* "1 

A  careful  reading  of  Blair's  introduction  of  the  Bill  in  the 

Commons  hardly  justifies  the  charge  of  treachery,  although  the  occasion 

certainly  lacked  brilliance.  It  has,  however,  been  asserted  that  Blair 

had  unscrupulous  and  avaricious  friends  in  New  Brunswick  and  Montreal 

2 

and  that  various  railway  schemes  prospered  or  suffered  accordingly. 
These  friends  are  not  directly  identified  in  the  available  literature 
but  newspaper  accounts  of  the  day  indicate  the  Pugsleys  of  St.  John, 
and  J.  N.  Greenshields  and  David  Russell  of  Montreal  and  St.  John 
were  the  more  prominent  of  Blair's  associates  interested  in  railway 
affairs.  These  people,  or  at  least  some  of  them,  already  had  inter¬ 
ests  in  several  prairie  railways  and  it  is  possible  that  they  hoped 
to  have  a  part  in  any  scheme  to  build  from  Edmonton  to  the  Yukon.  A 
careful  search  of  the  available  materials,  however,  has  failed  to  pro¬ 
duce  any  direct  evidence  of  complicity.  Blair  did  consult  with 
Greenshields,  but  Greenshields  was  later  identified  as  an  ally  of 

Mackenzie  and  Mann's  and  it  seems  unlikely  that  he  gave  Blair  advice 

3 

hostile  to  the  Yukon  Railway  scheme. 

The  Yukon  Railway  Bill  itself  was  passed  in  the  Commons  and 


1.  Blair  to  Sifton,  24  July,  1897;  Sifton  Papers.  Vol.  12,  pp.  7535- 
7536. 

2.  0.  D.  Skelton,  The  Life  and  Letters  of  Sir  Wilfrid  Laurie r,  Vol.  2, 
Toronto,  1921,  pp.  190-191. 

3.  Blair  to  Sifton,  24  July,  1897;  Sifton  Papers.  Vol.  12,  pp.  7535- 
7536.  A  proper  assessment  of  Blair's  position  in  this  and  sub¬ 
sequent  divisions  within  the  cabinet  on  railway  policies  is  dif¬ 
ficult  since  no  private  papers  of  Blair  seem  to  be  extant.  There 
were  charges  against  Blair  and  historians  such  as  Skelton  have 
repeated  them,  but  they  have  never  been  thoroughly  documented. 

The  same  issues  reappear  at  the  time  of  Blair's  resignation  from 
the  cabinet  and  during  the  La  Presse  affair  in  1904. 


...  ■  . 

. 

J  ...  '  1  .  ..„  o  •’  'ic  ■■  -  I  -  ■  :  ••  •  :  -  •  :  - 

jL,fj  9}  J  t  :0V,.  ^  0  ,'L  ’  9-  '  •  ' 

■  ■  •  -  •  ■  ' 

ho'itaoM  kn&  ^ 

■  -  ■  ■  •  .  J  •  ... 1  ...  [scr . .  ■  • 

v  j  •  (  ’  .  .  .  .  9J  .  '  .  •  .•  •  -  ®  O’ .  -  ..  ..  • 

O.  j  o,  --ox.  t.‘:  ‘  o.  O  :.J,  ,v:.  \EO  ;  •  •  --n  • 

L  -  •  ' 

.v.uX..;.1  X  -  iO  v.  i :  ')*  SuflX  lOuXCC  O'  .3  . ■-•  ,  O!  ‘-C;  O  1  >i  <.  9  9  ..0». 

...  •  '  « 

.  .  ....  ’.  a  ei  it  m  a  ...  -  -  1  •  '  •  : 

. 

.  ,  .  .  . .  ■  ■  ■  ■ 

I  .  ,  .  o  • 

. ..  . . 

■  i 

■  ’  _  .....  .'.  ..  v  .  ..  .  •  .  .  . .  ■  n.  ~  • . 

c 

'  .0  3  .  .j  :  -)i  v-  ■  o  •.  ...  ••  -■ 

r  .  ci-.  .  o  :  iioa  ....‘o-;.-.  -  ■  n,  >■>  O:  .. 


.  ......  .  '  ...  • 


.  -  .  .  .  •  •  • 

.  .  ••  ....  .  . 

.  ,  ■  ...  •  • 

’  • 

xJ  . >1* ....  i  ■  ,  .  •  .  i  '•  •  • 

. 

.v  n  o  .  iir :  ■  or.  T.u''  :..  .  ..  x ..  '. :x.  •  ....  t  o\oi. 

••..  i  •  -  - 

.  '  •  '  '  ' 


56 


defeated  in  the  Senate  by  straight  party  vote.  The  main  reason  it  was 
not  revived  and  pursued  further  was  that  it  lacked  the  support  of  Ontario 
and  Queoec  Liberals,  lalk  of  a  federal  election  on  the  issue  was  cur¬ 
rent  but  divisions  within  the  cabinet  on  the  merits  of  the  bill  pre¬ 
vented  such  drastic  action. 

The  defeat  of  the  Yukon  railway  scheme  was  very  keenly  felt  by 
Mackenzie  and  Mann.  They  had  already  paid  the  deposit  of  $250,000.  and 
done  some  work  on  the  new  waggon  road.  They  had  undertaken  serious  ob¬ 
ligations  and  their  financial  resources  were  dangerously  overextended. 

It  would  be  some  time  before  they  could  gain  full  compensation  from  the 
government  for  their  expenses  on  the  Yukon  railway.1  In  the  meantime 
the  Bank  of  Commerce  was  becoming  restive  and  a  projected  expansion  of 
the  Lake  Manitoba  Railway  and  Canal  Co.  might  be  threatened  because  of 
lack  of  funds.  Porteous  described  the  effects  of  the  defeat  on  Mackenzie. 

nHis  face  was  ghastly,  a  grey-greenish  colour  pulled  out  of  shape, 
with  the  veins  standing  out  like  knotted  string.  He  complained  of 
pains  in  the  head.  I  could  see  he  had  lost  his  grip.  They  tell  me 
he  looked  much  worse  in  Ottawa. ‘*2 

On  the  positive  side,  the  defeat  left  the  two  contractors  with  an 
unsatisfied  claim  against  the  government  at  a  time  when  the  government 
was  eager  to  forget  the  whole  thing.  This  provided  valuable  political 
leverage  of  the  kind  Mackenzie  and  Mann  could  use  most  adeptly.  They 
were  already  hard  at  work  on  several  new  projects  on  the  prairies  and 


1.  A  finding  of  the  Exchequer  Court  of  Canada  awarded  Mackenzie  and 
Mann  $327,678.  plus  $830.20  in  costs  on  3  May,  1902.  The  sum  of 
$250,000.  was  paid  the  claimants  on  31  May,  1902,  but  the  govern¬ 
ment  claimed  $44,354.55  were  not  within  the  intention  of  the  agree¬ 
ment.  The  government  offered  a  payment  of  $33,323.55  as  settlement 
in  full  in  1902  but  this  was  refused  by  Mackenzie  and  Mann.  It  was 
not  until  11  June,  1920  that  a  final  payment  of  $32,000.  was  accepted 
by  Mackenzie  and  Mann.  Statutory  History,  pp.  141-142. 


2. 


Porteous  to  James  Ross,  1  April,  1898;  Porteous  Papers .  Vol.  20. 
pp.  50-51. 
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Porteous  wrote  Mackenzie  consolingly,  ,?I  am  sorry  for  the  disappoint¬ 
ment  you  received  on  reaching  England  in  reference  to  the  Yukon  matter, 
but  as  you  have  lots  of  other  good  things  on  hand,  I  fancy  this  will 

i,l 

soon  pass  away.n 

The  Yukon  Railway  bill  and  the  general  excitement  about  building 
to  the  Yukon  was  very  important  to  Mackenzie  and  Mann  in  another  way. 

It  led  them  to  take  an  active  interest  in  two  railway  schemes  which 
were  designed  to  capitalize  on  the  popularity  of  the  Edmonton  route  to 
the  Yukon. 

The  first  of  these  charters  acquired  by  Mackenzie  and  Mann  was  that 
of  the  Edmonton,  Yukon  and  Pacific  Railway.  This  line  was  a  successor 
of  the  Edmonton  District  Railway  and  eventually  became  the  Canadian 
Northern  main  line  between  Edmonton  and  the  British  Columbia  border. 

Its  greatest  value  to  Mackenzie  and  Mann  was  that  it  provided  them 
with  charter  rights  to  build  through  the  Yellowhead  Pass.  It  there¬ 
fore  became  an  important  part  of  the  later  arrangements  leading  to  the 
incorporation  and  construction  of  the  Canadian  Northern  Pacific  Railway. 
Without  the  charter  of  the  Edmonton,  Yukon  and  Pacific,  acquired  in 
1898  as  a  result  of  the  Yukon  gold  rush  excitement,  the  construction 
of  the  Canadian  Northern  link  between  Edmonton  and  the  Yellowhead  Pass 
might  have  been  much  more  difficult  if  not  impossible. 

A  second  Mackenzie  and  Mann  scheme  to  build  from  Edmonton  to  the 
Yukon  was  initiated  with  the  incorporation  of  the  Edmonton  and  Slave 
Lake  Railway.  In  addition  to  serving  as  a  possible  Canadian  route  to 
the  Yukon,  this  railway  was  to  tap  the  mineral  resources  around  Lesser 

1.  Porteous  to  Mackenzie,  8  June,  1898;  Ibid. .  p.  169.  The  dis¬ 
appointment  Porteous  refers  to  here  is  the  collapse  of  SiftonTs 
attempts  to  bring  in  a  second  Yukon  Railway  Bill. 


• .  .  :  ■'  ....  ' 

,  o  \  ,  ci  y  .  V  •  •,  ,  -  ' 

. 

■  e.  q  nooe 


...  .  J-j:c  ■  '  .  . 

.  Jon.  ■  •  •  '  ‘ 

•  &  .  .  -  avfeiDS  OB  S^£«  B  --  '  - 

.  ;  ••  ;  J  .  j  ..  •  •  S  J  -'‘i.  .  .*  J c  -•>  '  '  • 

,n:  Y.  o  .. 

•.  v  .« s'.  :  .  s.usnt-,'oj.  \  .  o*:  .  j,  e'reJ'u  ©c&  x  *:o  Jur::xl  x-.x 

.  ......  I  .’.  .X  . 

.  L.  s,  O  A.  I  ■■  a...  v  IAO  .  1.  -•  •  v  ■ 

. . >  9  j  .  .  /  -•••  .  :tc  '  -  i ■  ■■.  -  '  I 

'.  ■  ...  .  -..  •  .•  >: *o;  ■  -  -  •  . 

.  •  .  -  '  •  LB  t  ■  ■ 

c.Vj.loi  -  rr  ■  v  ztu  ?  r  Vr  A-i  .  ~  ,  rf  •  •  :c.. 'i.  r'.ooru. 

■  t  .  .  -  ::  .’  i  - 

.  riel  .  ■  ••  '  . 

.  . .  .  .  ;  •  •  v.' •  S9VJ  ■  ■  i  .  ’  ■  •  ■  ■  1 

.  .  ... o  q.  .:  O  .  :  v ..  •  o*;  ,  o;.  s-jci.'  Jr  .1 ' 

■ha  . .  .la  l  '&  ■->  ai‘ T3  i  rr.'.  .  ri>  ©Jranejisr  f  >cex  .. 
r.'j ...  .  -  J?-'  (  u  Vv.  .X..-  .  ;  .r.1.-.  u  J  i'i.ixv.  ,  oc.  -.'a.  . .  -1  n  ':l"~ 

.  c  s  .  .  .  '  .  ''..x  Ov  . 

....  ....  ■.....■  ..  d  . 


... 

...  e  en©';  •  .  ■  •  .  . 

..  ....  i,'  .  i  :  'u  '• 


.1 


58 


Slave  Lake  which  were  believed  at  the  time  to  be  very  considerable  . 
Later  it  was  also  seen  as  a  possible  Canadian  Northern  extension  to 
the  Peace  River  area.  In  fact  it  never  reached  the  overrated  mineral 
deposits  of  Lesser  Slave  Lake  and  later  Canadian  Northern  plans  to 
reach  the  Peace  River  district  took  a  different  and  more  direct  route. 

As  a  result  the  Edmonton  and  Slave  Lake  Railway  was  never  built  beyond 
Athabaska  Landing  and  served  simply  as  a  Canadian  Northern  feeder  line. 

Thus,  in  the  end,  the  excitement  over  a  railway  to  the  Yukon, 
either  from  the  Pacific  or  overland  via  Edmonton,  proved  only  a  temp¬ 
orary  diversion  from  Mackenzie  and  Mannfs  main  operations  on  the 
prairies.  Had  the  Yukon  scheme  succeeded,  this  diversion  might  have 
led  to  serious,  even  fatal  delays  in  the  extension  of  prairie  operations. 


7. 


After  their  disappointments  in  the  Yukon  and  in  southern  British 
Columbia,  Mackenzie  and  Mann  returned  their  full  attention  to  opera¬ 
tions  in  Manitoba.  They  successfully  negotiated  supplementary  provin¬ 
cial  bond  guarantee  agreements  which  enabled  them  to  extend  the  Lake 
Manitoba  line  under  the  charter  and  subsidy  privileges  of  the  Winnipeg 
Great  Northern  Railway  some  50  miles  into  the  Gilbert  Plains  area.  In 
addition,  they  obtained  control  of  another  Manitoba  railway,  the  Man¬ 
itoba  and  South  Eastern  Railway. 

This  railway,  originally  chartered  in  1889  by  interests  not  assoc¬ 
iated  with  Mackenzie  and  Mann,  carried  a  6,400  acre  per  mile  land  grant 
subsidy  and  was  authorized  to  build  from  Winnipeg  south  easterly  to  Lake 
of  the  Woods.  Despite  the  subsidy  and  several  time  extensions,  the 
original  promoters  were  unable  to  find  the  necessary  capital  to  begin 
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construction.  In  1897  a  new  time  extension  had  to  be  negotiated.  The 
government  demanded  concrete  assurances  of  early  construction  and  on 
11  February,  1898  the  railway  entered  into  a  construction  contract  with 
Mackenzie  and  Mann.1 2 3 4  Three  months  later  Mackenzie  and  Mann  took  over 
complete  control  of  the  line.  They  quickly  negotiated  an  $8,000.  per 
mile  bond  guarantee  with  the  Manitoba  government.^  The  appropriate 
bonds  were  immediately  issued  and  deposited  with  the  Canadian  Bank  of 
Commerce  in  return  for  cash  advances.^  Before  the  1898  winter  freeze 
up,  45  miles  of  the  railway  were  built  and  in  operation.  Politicians 
eager  to  display  the  beneficial  results  of  the  new  provincial  railway 
policies  could  hardly  have  asked  for  more. 

On  the  Manitoba  and  South  Eastern,  as  on  the  Lake  Manitoba  Railway 
and  Canal  Company,  General  Manager  Hanna  quickly  demonstrated  his  ability 
to  get  into  subsidiary  endeavours  as  he  sought  the  needed  traffic  for 
the  new  road. 

l,I  organized  a  cordwood  company,  which  was  a  logical  thing  to  do, 
for  the  benefit  of  the  railway  itself.  I  put  men  in  the  bush,  arranged 


1.  Minutes  of  Directors1  Meeting,  11  February,  1898;  C.  N.  Vol.  905. 
Minute  Book  of  the  Manitoba  and  South  Eastern  Railway  Company. 

2.  Directors*  Meeting,  13  May,  1898;  Ibid. .  pp.  90-91;  The  exact  man¬ 
ner  in  which  Mackenzie  and  Mann  gained  control  of  the  line  is  ob¬ 
scure.  In  the  Greenway  Papers  there  is  evidence  that  the  Manitoba 
government  regarded  the  railway  as  part  of  a  Winnipeg  to  Duluth 
railway  scheme  but  that  the  required  aid  for  the  larger  scheme  fell 
through.  Greenway  Papers.  Folio  10551.  PAM.  Sifton  was  opposed  to 
the  Duluth  scheme  and  was  apparently  instrumental  in  defeating  it. 
Sifton  Papers .  Vol.  291.  pp.  162-163.  When  the  Duluth  scheme  was 
defeated,  Mackenzie  and  Mann,  apparently  with  Sifton* s  approval, 
used  their  position  as  contractors  and  creditors  of  the  railway  to 
gain  control  of  it  and  to  make  it  a  part  of  their  proposed  line  to 
Port  Arthur.  Greenway  Papers .  Folio  11759.  PAM. 

3.  Directors*  Meetings  of  13  May,  1898  and  13  June,  1899;  C.  N.  Vol.  905. 
op.  cit. ,  pp.  97-101. 

4.  Directors*  Meeting,  30  June,  1899;  Ibid. .  p.  111. 
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with  the  Dominion  Government  to  get  permits  to  cut,  and  at  times  we 
had  as  many  as  40*000  cords  of  wood  cut  and  piled  on  the  track  wait¬ 
ing  to  move  it  to  Winnipeg.  The  point  I  make  about  this  is  that  we 
made  business  for  the  road,  we  made  money  for  the  lumberjacks,  who 
moved  up  and  down,  day  after  day,  when  we  ran  that  little  service, 
and  the  result  of  it  was  that  I  earned  enough  out  of  operating  all 
these  things  to  pay  the  interest  charges  on  that  forty-five  miles  of 
railway  for  two  years. 

The  little  cordwood  train  running  along  the  Manitoba  and  South 
Eastern,  affectionately  known  as  the  "Muskeg  Special",  helped  the  rail¬ 
way  through  its  early  years.  Not  everyone  was  inclined  to  view  the  mat¬ 
ter  in  the  same  sanguine  light  as  Hanna.  Theodore  Burrows,  Sifton’ s 
brother-in-law  who  had  obtained  a  position  as  land  agent  with  Mackenzie 
and  Mann  but  who  was  also  a  lumber  dealer  in  his  own  right,  complained 
rather  bitterly, 

"Hanna,  R.  J.  Mackenzie,  P.  0.  Andrews  formed  a  fuel  company 
called  the  Canadian  Trading  and  Fuel  Co.  They  do  business  in  Wpg. 
and  compete  against  the  ordinary  wood  dealer.  Their  office  is  in  the 
Canadian  Northern  Railway  office,  and  last  winter  they  cut  some  18,000 
cords  of  wood.  All  the  wood  dealers  in  the  city  complain  that  when 
they  buy  any  wood  on  the  S.  E.  Railway  from  fanners,  they  can’t  get 
cars,  and  the  Can.  Trading  and  Fuel  Co.  get  all  the  cars  they  want 
and  is  therefore  in  a  better  position  than  they  are  to  do  business. 
They  exercise  the  same  monopoly  in  sand  which  comes  in  by  trainload 
from  the  S.  E."2 

Burrows  further  complained  that  all  was  not  well  with  the  timber 
permits  and  that  Mackenzie  and  Mann  had  evidently  gained  some  influence 
over  the  responsible  Interior  Department  officials  and  that  these 
officials  were  wont  to  shield  themselves  behind  some  rather  vague 
instructions  from  the  Minister. ^  Certainly  operations  of  this  nature 
annoyed  Mackenzie  and  Mann’s  competitors  although  they  brought  a  good 


1.  Arbitration,  pp.  404-405. 

2.  Burrows  to  Sift on,  24  June,  1900;  Sifton  Papers .  Vol.  76,  p.  57794. 

3.  Burrows  to  Sifton,  24  June,  1900;  Loc.  cit. 
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deal  of  additional  traffic  to  the  railway.  They  frequently  brought 
reductions  in  commodity  prices  in  Winnipeg  and  were  generally  popular. 
The  Manitoba  and  South  Eastern  Railway,  like  Mackenzie  and  Mannfs  other 
early  projects,  was  a  pioneer  road  which  succeeded  in  identifying  its 
policies  with  many  of  the  deep  felt  interests  and  needs  of  the  local 
farmers  and  pioneers  it  served. 


,  . 
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Chapter  III  -  A  New  Railway  System  in  the  West,  1898-1901 . 

1. 

The  construction  of  the  Manitoba  and  South  Eastern  Railway  meant 
that  Mackenzie  and  Mann  now  controlled  three  separate  land  grant  rail¬ 
ways  in  Manitoba.'*"  These  were  the  Lake  Manitoba  Railway  and  Canal 
Company,  the  Winnipeg  Great  Northern,  formerly  the  Hudson  Bay  Railway, 
and  the  Manitoba  and  South  Eastern.  All  had  received  the  land  grant  and 
additional  public  support  and  were  built  as  local  pioneer  lines  provid¬ 
ing  rail  services  to  areas  which  had  hitherto  lacked  them. 

Several  apparently  similar  Mackenzie  and  Mann  projects  in  other 
parts  of  Canada  had  failed.  Still  others  in  progress  in  British  Columbia 
and  Ontario  seemed  little  more  than  unco-ordinated  local  projects  with 
no  overall  plan.  The  achievement  of  Mackenzie  and  Mann  after  1898  was 
not  only  the  construction  of  more  local  roads  but  the  combination  of 
all  these  scattered  projects  into  a  single  railway  system. 

The  first  step  in  unification  came  in  December  1898  when  an  amal¬ 
gamation  agreement  between  the  Lake  Manitoba  Railway  and  Canal  Company 

o 

and  the  Winnipeg  Great  Northern  was  approved  by  both  companies.  The 
new  company  resulting  from  the  amalgamation  was  to  be  known  as  the 
Canadian  Northern  Railway  Company. 

Shortly  before  the  amalgamation  agreement  became  effective,  the 
entire  unissued  stock  of  the  Lake  Manitoba  Railway  and  Canal  Company  was 
issued  to  Mackenzie  and  Mann  as  fully  paid  up  in  accordance  with  their 


1.  These  three  were  the  only  railways  from  which  Mackenzie  and  Mann 
obtained  public  lands  in  western  Canada. 

2.  The  amalgamation  agreement  was  approved  on  15  December,  1898  at  a 
Special  General  Meeting  of  Shareholders  of  the  Lake  Manitoba  Rail¬ 
way  and  Canal  Company  and  by  a  similar  meeting  of  Shareholders  of 
the  Winnipeg  Great  Northern  Railway  Company  the  following  day. 

C.  N.  Vol.  1265  and  1614« 
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construction  contract  with  the  railway.^  Mackenzie  and  Mann  had  also 

obtained  7,334  of  a  total  of  7,476  shares  issued  by  the  Winnipeg  Great 

o 

Northern,  the  remaining  shares  being  almost  entirely  held  as  qualify¬ 
ing  shares  by  Mackenzie  and  Mann  associates.  They  had  obtained  these 
shares  largely  in  return  for  assuming  the  outstanding  liabilities  of 

3 

the  railway  and  buying  up  and  retiring  outstanding  bonds  of  the  company. 
All  the  stock  of  the  amalgamating  companies  was  exchanged  at  par  with 
that  of  the  new  company. 

The  directors  and  officers  of  the  Lake  Manitoba  Railway  and  Canal 
Company  were  elected  to  the  same  positions  on  the  Canadian  Northern 
Railway.  The  following  year  suitable  legislation  confirming  the  amal¬ 
gamation  was  obtained.^ 


2. 


With  the  incorporation  of  the  Canadian  Northern  Railway,  Mackenzie 
and  Mann  gave  clear  indications  that  they  entertained  larger  and  more 
ambitious  designs  than  could  be  accommodated  by  local  pioneer  lines. 
Their  immediate  objective  in  1898  was  to  build  a  new  railway  from  Man¬ 
itoba  to  the  Canadian  Lakehead.  This  railway  was  to  provide  the  long 
sought  competition  for  the  C.  P.  R.  and  the  Manitoba  and  South  Eastern 


1.  Minutes  of  Directors1 2 3 4  Meeting  of  the  Lake  Manitoba  Railway  and 
Canal  Company,  18  December,  1898;  C.  N.  Vol.  1265 »  pp.  58-61. 

2.  Special  General  Meeting  of  Shareholders  of  the  Winnipeg  Great  North¬ 
ern  Railway,  16  December,  1898;  C .  N.  Vol.  1614 «  pp.  107-108. 

3.  This  bonded  indebtedness  predated  Mackenzie  and  Mannfs  association 
with  the  railway.  The  bonds  were  bought  up  at  approximately  20# 

on  the  dollar.  Sifton  to  Laurier,  12  February,  1903;  Sifton  Papers , 
Vol.  252,  pp.  70185-70189. 


4.  CANADA.  62-62  Vic.,  cap.  22. 
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was  regarded  as  the  first  link  in  this  new  line. 

The  new  route  to  the  Lakehead  that  Mackenzie  and  Mann  were  planning 
was  to  run  from  Winnipeg  toward  the  south-easterly  comer  of  Manitoba. 
From  there  a  45  mile  line  in  the  State  of  Minnesota  south  of  Lake  of  the 
Woods  was  planned,  with  the  line  crossing  from  Minnesota  into  Ontario 
near  Rainy  River.  From  here  the  line  was  to  go  via  Fort  Frances  and 
Atikokan  to  Port  Arthur.  To  build  this  line,  Mackenzie  and  Mann  pur¬ 
chased  or  incorporated  five  separate  companies.  These  were,  going  from 
west  to  east,  the  Manitoba  and  South  Eastern,  the  Minnesota  and  Manitoba 
Railway,  the  Minnesota  and  Ontario  Bridge  Company,  the  Ontario  and  Rainy 
River  Railway  and  the  Port  Arthur,  Duluth  and  Western  Railway. 

The  history  of  the  Manitoba  and  South  Eastern  to  1898,  including 
the  construction  of  the  first  45  miles  of  this  railway,  has  already  been 
related.  The  remaining  60  miles  to  the  Minnesota  border  were  completed 
in  1900,  also  with  the  assistance  of  provincial  bond  guarantees.'5' 

The  Minnesota  portion  of  the  line  was  bridged  when  Mackenzie  and 
Mann  purchased  the  charter  of  the  Minnesota  and  Manitoba  Railway  from 
the  Minnesota  and  Manitoba  Lumber  Company.  On  completion  of  construc¬ 
tion,  the  railway  was  leased  to  the  Canadian  Northern  with  an  option  to 

2  3 

purchase.  This  option  was  exercised  in  1914. 

To  help  finance  the  building  of  the  Minnesota  Railway,  Mackenzie 
and  Mann  obtained  a  somewhat  unusual  bond  guarantee  from  the  Manitoba 


1.  Kearney,  p.  209. 

2.  Special  General  Meeting  of  the  Shareholders  of  the  Canadian  Northern 
Railway,  17  December,  1901;  C .  N.  Vol.  1436,  pp.  128-9. 


3.  Kearney,  p.  547. 
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government.  That  government  was  prevented  by  law  from  guaranteeing 
the  bonds  of  a  foreign  railway,  but  there  were  ways  and  means  of  cir¬ 
cumventing  the  difficulty.  A  bond  issue  of  the  Minnesota  and  Manitoba 
Railway  was  placed  in  the  bank  as  security  against  new  Canadian  North¬ 
ern  bonds.  These  Canadian  Northern  bonds  were  then  guaranteed  by  the 
Manitoba  government,  although  it  was  obvious  that  the  real  security 
behind  the  bonds  was  a  foreign  railway  and  proceeds  from  the  sale  of 
those  bonds  would  be  spent  on  that  foreign  railway.^" 

At  Rainy  River  it  was  necessary  to  build  a  short  bridge  between 
the  towns  of  Beaudette,  Minnesota,  and  Rainy  River,  Ontario.  Since  this 
was  an  international  bridge,  Mackenzie  and  Mann  sought  incorporation 
of  a  special  company,  the  Minnesota  and  Ontario  Bridge  Company.  This 
company  obtained  the  required  authorization  from  both  the  American  and 
Canadian  governments  to  build.  The  bridge  was  constructed  by  Mackenzie 
and  Mann  and  officially  opened  for  traffic  in  1901.  It  too  was  leased 
to  the  Canadian  Northern  with  an  option  to  buy. ^ 

In  Ontario,  Mackenzie  and  Mann  began  as  early  as  1897  to  take  an 
interest  in  the  Ontario  and  Rainy  River  Railway.  This  railway  was 
chartered  in  1886  and  held  charter  rights  to  build  through  the  fertile 

3 

Rainy  River  and  Fort  Frances  areas  which  still  lacked  rail  facilities. 
Between  Fort  Frances  and  Port  Arthur,  it  passed  through  areas  with 
promising  mineral  and  timber  resources.  Its  early  promoters,  like  so 

1.  D.  B.  Hanna  described  this  transaction  in  detail  in  Arbitration, 
pp.  697-698. 

2.  Special  General  Meeting  of  the  Shareholders  of  the  Canadian  North¬ 
ern  Railway,  17  December,  1901;  C ,  N.  Vol.  1436 ,  pp.  12^-129. 
Kearney,  p.  549. 


3.  ONTARIO,  49  Vic.  cap.  75. 
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many  others,  were  unable  to  obtain  sufficient  funds  to  begin  construc¬ 
tion.  In  May  of  1897,  however,  the  Ontario  and  Rainy  River  Railway 
signed  a  construction  contract  with  Mackenzie  and  Mann.'1 2 3 4 5 6'  Twelve  days 
later  they  formally  took  over  complete  control,  the  former  owners  sel¬ 
ling  their  interest  to  Mackenzie  and  Mann,  allegedly  at  a  fairly  high 
3 

price. ^ 

Once  in  control,  a  new  Board  of  Directors  was  elected  and  on 
24  April,  1900,  Mackenzie  and  Mann  and  their  associates  subscribed 
$500,000.  of  stock  on  which  a  call  of  10$  was  paid.^  The  next  step  was 
a  quest  for  government  assistance  to  get  the  line  built.  From  the  Ontario 
legislature  financial  support,  first  of  $3,000.  and  later  of  $4,000.  per 
mile  for  the  Ontario  portion  of  the  line  was  obtained. ^ 

The  federal  government,  first  by  a  letter  from  Laurier  to  Mackenzie,^ 
and  then  by  legislation  agreed  to  subsidize  the  line  to  the  extent  of 
$6,400.  per  mile,  in  accordance  with  the  government’s  general  subsidy 
program.  Thereby  a  railway  declared  to  be  in  the  general  interest  of 
Canada  was  eligible  for  a  cash  subsidy  of  $3,200.  for  construction 
costing  $15,000.  per  mile,  and  half  of  any  additional  construction 
costs,  up  to  a  maximum  of  $6,400.  per  mile. 

The  estimated  cost  of  building  the  new  road  varied  a  great  deal. 


1.  Minutes  of  Directors’  Meeting  of  the  Ontario  and  Rainy  River  Rail¬ 
way  Company,  15  May,  1897;  C.  N.  Vol.  1336,  p.  36. 

2.  Directors’  Meeting,  27  May,  1897;  Ibid. ,  pp.  37-38. 

3.  Stevens,  p.  30. 

4.  Directors’  Meeting,  24  April,  1900;  C .  N.  Vol.  133.6 ,  pp.  43-44. 

5.  ONTARIO.  61  Vic.  cap.  22;  and  ONTARIO.  62  Vic.  caps .  22  and  24. 

6.  Laurier  to  Mackenzie,  29  July,  1898;  Laurier  Papers,  Vol.  80, 
p.  24682;  and  CANADA.  62-62  Vic.  cap.  2* 
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The  Department  of  Railways  and  Canals  estimated  a  cost  of  $28,000.  per 
mile,  although  some  others  placed  the  cost  as  low  as  $12,000.  per  mile.1 2 3 4 
This  was,  of  course,  exclusive  of  rolling  stock  or  terminals.  Even  the 
$10,400.  per  mile  cash  subsidy  Mackenzie  and  Mann  got  from  the  provin¬ 
cial  and  federal  governments  was  not  sufficient  to  complete  the  project. 
In  order  to  strengthen  the  financial  position  of  the  Ontario  and 

Rainy  River  Railway,  it  was  amalgamated  with  the  Canadian  Northern  Rail- 

o 

way  on  3  May,  1900.  Two  days  later  the  Directors  of  the  Canadian  North¬ 
ern  authorized  the  issue  of  bonds  up  to  $20,000.  per  mile  for  the  entire 

3 

line  from  Port  Arthur  to  Rainy  River.  These  bonds  were  not  guaranteed 
and  carried  a  4i$  rate  of  interest. 

Mackenzie  and  Mann  experienced  considerable  difficulty  in  selling 
these  bonds  and  for  some  time  many  of  them  remained  in  the  bank  as  sec¬ 
urity  against  cash  advances  made  to  pay  construction  costs.  Then  in 
1901,  while  negotiating  a  larger  transaction  with  the  Manitoba  govern¬ 
ment,  Mackenzie  and  Mann  persuaded  the  Manitoba  government  to  add  its 
guarantee  to  the  entire  $20,000.  per  mile  bond  issue  for  the  Port 
Arthur  to  Rainy  River  line.  A  new  bond  issue  was  prepared  and  issued 
on  30  September,  1901*  the  interest  rate  having  been  reduced  from  4i  to 
4$.  These  bonds  sold  much  better  on  the  London  market  and  gave  Mackenzie 
and  Mann  the  money  they  needed.^ 

The  charter  of  the  Ontario  and  Rainy  River  railway  empowered  it  to 


1.  CANADA.  Hansard.  1901.  pp.  5040-5043. 

2.  Minute  of  Shareholders T  Meeting  of  the  Ontario  and  Rainy  River  Rail¬ 
way,  3  May,  1900;  C.  N.  Vol.  1336.  pp.  64-65,  and  Minutes  of  Share¬ 
holders1  and  Directors*  Meetings  of  the  Canadian  Northern  Railway, 

3  May,  1900 ;  C,  N.  Vol.  1436.  pp.  50-61. 

3.  Directors*  Meeting,  5  May,  1900;  Ibid. .  pp.  75-81. 

4.  These  bonds  sold  at  94$  of  face  value.  C.  N.  Vol.  2194. 
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build  right  to  Port  Arthur.  In  1893 ,  however,  it  had  obtained  running 
rights  on  the  Port  Arthur,  Duluth  and  Western  Railway.”^  This  railway, 
originally  chartered  as  the  Thunder  Bay  Colonization  Railway  Company, 

p 

held  charter  rights  to  build  south-westward  from  Port  Arthur.  It  had 
obtained  some  financial  assistance  from  the  federal  government  and  a 
$25,000.  cash  subsidy  from  the  town  of  Port  Arthur.  In  1893  it  com¬ 
pleted  construction  of  an  86  mile  line  from  Port  Arthur  to  Gunflint, 

3 

Minnesota. 

The  Ontario  and  Rainy  River  Railway  obtained  its  running  rights 
in  the  hope  that  it  could  use  19  miles  of  the  Port  Arthur,  Duluth  and 
Western.  That  railway,  however,  proved  unsuccessful  and  operations 
came  to  a  virtual  standstill.  In  1900  Mackenzie  and  Mann  purchased  it 
at  a  bankruptcy  sale  in  the  High  Court  of  Justice  for  Ontario.^- 

Construction  on  the  several  lines  required  for  the  Canadian  North¬ 
ern  to  reach  Port  Arthur  began  in  1898  at  several  points.  Sir  Wilfrid 
Laurier  was  invited  to  turn  the  first  sod  of  the  Ontario  and  Rainy  River 
Railway. 5  In  1899  Mackenzie  and  Mann  had  as  many  as  three  and  four 
thousand  men  at  work  on  the  new  railway.  Actual  construction  was  not 
completed  until  well  into  1902,  but  on  31  December,  1901,  and  1  January, 
1902,  the  Canadian  Northern  was  able  to  run  its  first  through  train  from 
Port  Arthur  to  Winnipeg.  At  one  point  this  train  had  to  wait  while  the 
last  rails  were  being  laid.  The  ceremonies  were  nevertheless  elaborate 
and  the  enthusiasm  high  as  the  promoters  of  the  Canadian  Northern  Rail- 

1.  CANADA.  £4 -£*>  Vic.  Cap.  82. 

2.  ONTARIO.  46  Vic.  Cap.  56.  and  subsequent  amendments. 

3.  Kearney,  p.  208. 

4.  Minutes  of  Shareholders’  Meeting  of  the  Ontario  and  Rainy  River  Rail¬ 
way,  27  April,  1900;  C.  N.  Vol.  1336.  pp.  52-62. 

5.  Manitoba  Free  Press.  9  August,  1898. 
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way  met  the  dawn  of  the  new  year  with  their  first  through  train  from 
Port  Arthur  to  Winnipeg.^  A  second  train  was  despatched  from  Port 
Arthur,  bound  for  Winnipeg,  on  the  eventful  night. 

The  citizens  of  both  Winnipeg  and  Port  Arthur  were  wildly  enthus¬ 
iastic  about  the  new  railway.  Winnipeg,  at  long  last,  would  enjoy  the 
benefits  of  real  rail  competition.  To  Port  Arthur  the  new  railway 
ensured  survival  despite  the  ambitions  of  nearby  Fort  William.  In 
gratitude  the  town  increased  its  old  $25,000.  subsidy  to  the  Port 
Arthur,  Duluth  and  Western  to  $50,000.  when  Mackenzie  and  Mann  took 
over  that  railway. ^ 

Mackenzie  and  Mann  served  as  contractors  for  all  these  railways, 
although  a  great  deal  of  the  actual  construction  work  was  done  by  sub¬ 
contractors.  For  their  services,  Mackenzie  and  Mann  demanded  no  con¬ 
tractors1 2 3 4  profits.^  Instead  their  contracts  with  their  various  rail¬ 
ways  contained  a  clause  which  provided  that  the  directors  of  the  rail¬ 
way  were  to  give  them  "for  construction  of  the  railway  all  the  stocks, 
bonds,  subsidies  and  bonuses  from  whatever  source  derived  belonging  to 
the  Railway  Company."^  It  was  in  this  way  that  Mackenzie  and  Mann 


1.  For  a  description  of  the  ceremonies  attending  the  opening  of  this 
new  railway  and  the  driving  of  the  last  spike,  a  silver  one,  see  the 
Manitoba  Free  Press.  31  January,  1901  and  2  and  3  January,  1902. 

2.  Directors1  Meeting,  15  May,  1897;  C.  N.  Vol.  1336.  p.  36. 

3.  The  question  of  whether  Mackenzie  and  Mann  made  any  construction 
profits,  other  than  in  the  form  of  stock  issued  to  them,  was  the 
subject  of  intensive  investigation  during  the  wartime  difficulties 
and  finally  nationalization.  The  general  conclusion  of  the  account¬ 
ants  was  that  they  received  no  more  actual  cash  or  securities,  other 
than  stocks,  from  the  railway  than  they  actually  spent  in  construc¬ 
tion  costs.  During  the  Arbitration  proceedings.  Lash,  Hanna  and 
Mann  all  denied  there  were  any  construction  profits  involved. 

4.  Directors*  Meeting,  24  April,  1900;  C.  N.  Records.  Vol.  1336. 

pp .  26-28 . 
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gained  and  retained  complete  control  of  all  the  stock  of  the  Canadian 
Northern  Railway,  its  predecessors  and  affiliates. 

In  order  to  strengthen  the  financial  position  of  the  several 

Mackenzie  and  Mann  railways  in  Canadian  territory  between  Winnipeg  and 

Port  Arthur,  particularly  to  make  proposed  bond  issues  more  attractive, 

these  railways  were  all  amalgamated  with  the  Canadian  Northern  Railway 

in  1900.  On  27  April,  1900  a  suitable  amalgamation  agreement  between 

the  Port  Arthur,  Duluth  and  Western  Railway  and  the  Ontario  and  Rainy 

River  Railway  was  approved.'*'  On  the  same  day  an  amalgamation  between 

the  Manitoba  and  South  Eastern  Railway  and  the  Canadian  Northern  Railway 
2 

was  signed  and  six  days  later,  on  3  May,  1900,  the  Ontario  and  Rainy 
River  Railway  was  amalgamated  with  the  Canadian  Northern  Railway. ^ 

These  amalgamations  made  it  clear  that  Mackenzie  and  Mann  controlled  a 
new  competitive  rail  route  reaching  from  north-western  Manitoba  to  the 
lakehead  at  Port  Arthur.  They  were  ready  to  offer  the  rail  competition 
for  which  Manitobans  had  so  long  hoped. 

3. 

While  building  to  Port  Arthur,  thereby  establishing  itself  as  the 
C.  P.  R.»s  main  competitor  in  Manitoba,  the  Canadian  Northern,  with  the 
help  of  the  Manitoba  government,  also  gained  control  of  important  Ameri¬ 
can  branch  lines  which  had  been  brought  into  Manitoba  earlier  but  had 
failed  to  provide  the  desired  competition.  In  1901,  in  one  of  their 


1.  Shareholders1 2 3  Meeting  of  the  Ontario  and  Rainy  River  Railway, 

27  April,  1900;  C.  N.  Vol.  1336.  pp.  55-62. 

2.  Shareholders T  Meeting  of  the  Manitoba  and  South  Eastern  Railway, 
27  April,  1900 ;  C.  N.  Vol.  905 ;  pp.  114-115 . 

3.  Shareholders1  Meeting  of  the  Ontario  and  Rainy  River  Railway, 

3  May,  1900;  C.  N.  Vol.  1336.  pp.  64-65. 
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most  important  transactions,  Mackenzie  and  Mann  obtained  a  long  term 
lease  on  Northern  Pacific Ts  subsidiary  lines  in  Manitoba. 

The  Northern  Pacific  first  entered  Manitoba  in  1888,  immediately 
after  that  province  successfully  broke  the  federal  governments  sup¬ 
port  of  the  C.  P.  R.  monopoly  clause.  Despite  substantial  assistance 
from  the  provincial  government  the  Northern  Pacific  had  not  become  a 
keen  competitor  of  the  Canadian  Pacific.  Attempts  to  persuade  the 
Northern  Pacific  to  build  a  direct  and  competitive  line  to  Duluth  had 
been  unsuccessful.  Consequently  the  Manitoba  government,  at  Sifton’ s 
urging  but  with  only  half-hearted  support  from  Premier  Greenway, 
offered  its  assistance  to  other  railways,  particularly  the  Canadian 
Northern.  With  Sifton’ s  departure  for  Ottawa,  the  railway  policies 
of  the  Manitoba  government  began  to  lag  and  in  the  1899  provincial 
election  Premier  Greenway’ s  government  was  defeated.  This  defeat  was 
attributed  in  part  to  the  lack  of  an  aggressive  railway  policy.'1' 

Greenway’ s  successor  in  office,  Hugh  John  Macdonald,  continued 
the  negotiations  with  the  Northern  Pacific.  Late  in  1899  and  again  in 
April  of  1900  President  Mellen  of  the  Northern  Pacific  came  to  Manitoba. 
He  talked  vaguely  of  losses  the  Northern  Pacific  had  suffered  on  its 
Manitoba  lines  and  gave  little  hope  of  significant  rate  concessions  or 
rapid  Northern  Pacific  expansion  in  Manitoba.2 

While  in  Manitoba,  Mellen  began  discussions  with  the  Canadian 
Northern  looking  to  traffic  interchanges  and  running  rights  between  the 
two  systems.  Such  agreements  would  have  allied  the  two  railways  against 

1.  For  a  detailed  discussion  of  the  causes  of  this  defeat  see  Sifton 
to  Laurier,  10  December,  1899;  Sifton  Papers.  Vol.  221,  pp.  A 26-429. 

2.  Manitoba  Free  Press.  13  June,  1899. 
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the  C.  P.  R.  A  direct  lease  or  purchase  of  the  Northern  Pacific  lines 
by  the  Canadian  Northern  was  also  discussed.^" 

Mackenzie  and  Mann,  although  fully  occupied  with  construction  work 
on  the  Rainy  River  Railway,  were  keenly  interested.  At  this  point  the 
C.  P.  R.  intervened  with  a  direct  and  attractive  offer  to  the  Northern 
Pacific  for  a  C.  P.  R.  takeover  of  the  Northern  Pacific  lines  in  Man¬ 
itoba.  As  a  result,  the  Northern  Pacific  promptly  cancelled  all  its 

p 

arrangements  with  and  offers  to  the  Canadian  Northern. 

A  serious  obstacle  still  confronted  the  C.  P.  R.  The  charter  of 
the  Northern  Pacific *s  Manitoba  subsidiary  specifically  forbade  co¬ 
operation  or  amalgamation  with  the  C.  P.  R.  Much  as  the  Northern  Pac¬ 
ific  was  inclined  to  accept  the  C.  P.  R.  offer,  it  could  not  do  so  with¬ 
out  an  amendment  to  its  charter.  This  the  Manitoba  government,  encour¬ 
aged  by  a  strong  Canadian  Northern  lobby,  refused  to  grant. 

The  Northern  Pacific  had,  however,  shown  its  hand.  It  was  not 
genuinely  interested  in  its  Manitoba  business  and  its  political  stock 
in  the  province  fell  sharply.  The  rise  of  R.  P.  Roblin  to  the  premier¬ 
ship,  following  Hugh  John  Macdonald* s  resignation  and  entry  into  the 
federal  election  contest  of  1900,  completed  the  discomfiture  of  the 
Northern  Pacific.  Roblin  and  his  first  lieutenant,  Robert  Rogers,  were 
stump  politicians  in  close  sympathy  with  the  pioneer  and  expansionist 
outlook  possessed  by  the  promoters  of  the  Canadian  Northern.  In  addi¬ 
tion,  Roblin,  a  farmer,  grain  merchant,  railway  promoter  and  former 
Liberal,  had  particular  and  personal  reasons  for  disliking  the  Northern 
Pacific.  In  the  1880* s  he  had  been  a  strong  supporter  and  promoter  of 
the  Manitoba  Central  Railway.  This  railway  project,  and  with  it  Roblin* s 


1.  Ibid. ,  5  December,  1900. 


2.  Ibid.,  13  June,  1899. 
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Liberal  party  allegiance,  had  been  a  casualty  of  the  Greenway  govern¬ 
ment’s  1888  agreement  with  the  Northern  Pacific.  As  a  result,  Roblin 
was  far  more  inclined  to  respond  to  the  promises  and  optimism  of 
Mackenzie  and  Mann  than  to  the  lamentations  of  the  Northern  Pacific. 

Late  in  1900  when  the  Manitoba  government  refused  to  grant  the 
necessary  legislation  to  permit  the  Northern  Pacific  to  act  on  the 
C.  P.  R.  offer  President  Mellen  asked  the  Manitoba  government  to 
relieve  the  Northern  Pacific  of  its  subsidiaries  in  the  province.  He 
was  willing  to  negotiate  either  for  a  lease  or  an  outright  sale. 

In  view  of  the  original  Manitoba  and  Northern  Pacific  charter,  it 
was  generally  agreed  that  the  best  procedure  would  be  for  the  Manitoba 
government  to  lease  or  purchase  the  lines  and  then  operate  them  itself 
or  sell  or  lease  them  to  a  Canadian  company.  Realizing  this,  the 
C.  P.  R.  immediately  approached  the  Manitoba  government  with  an  offer 
to  take  over  the  Northern  Pacific  lines.  Shaughnessy  himself  travelled 
to  Winnipeg  and  offered,  "a  bonus  of  $550,000.  to  go  into  the  consoli¬ 
dated  revenue,  and  reductions  of  rates  amounting  to  between  five  and 
six  millions  of  dollars  to  the  farmers  and  consumers  of  the  country 
within  five  years’’.^ 

As  long  as  there  was  any  reasonable  alternative,  the  C.  P.  R.Ts 
offer  was  politically  dangerous.  Its  acceptance  would  have  gone  a 
long  way  toward  re-establishing  a  C.  P.  R.  monopoly  in  Manitoba.  The 
Roblin  government  therefore  continued  negotiations  with  Mackenzie  and 
Mann  who  were  quick  to  point  out  that  the  Northern  Pacific  lines  would 
nicely  supplement  their  growing  railway  system  and  that  their  admin¬ 
istration  would  instill  new  competitive  life  into  the  old  Northern 


1.  As  quoted  in  Hansard.  1901.  p.  5012. 


. .  • 

, .  '  ..  .  c<"  '  v.  j  ;:;v  uJ  •  ".  :  >  X  -  i-  Irf 

>• 

.  .  x  .  ■'  . 

/  c  '  c"  •  ;•;&%  o.  x  '>*. . i  i  .3...-  ■ 

. 

'  •  1  .  -IT'  .  .  .  i  . 

.  -Cti  ■  « 

.  .  ...  .  ■  .  •  •.  .  . :s  or  •  . 

;  t  it  .  ■  .  •  •.  i  '  '  .  o  S’'J  -.c  \,  ;. .  • '  ' 

.  • .  'i  . . v>.  n  r  .  o  J.  .  r  .....  x  .  . 

. 

.  .  ..:  .  .:.  ...  .  .  ..  u.-'  J  ■  .  .  .  •  .  .or.  • : 

:  .  v  ...  .  r  .... 

.  ■  ■  <  .  •  '  . 

-  ...  ;  .  .  <  •.  •  ,,  c> ;  erv..  ’ . 

x  .  cl  i  lo  ;  n  -•  ... 

.  'r:  .  ■  .  xx  .  ..  _.  ;  x  v.  ex  •  '.  ■  .L..,x.  .  :  •'... 

r 


. 


.  .  ....  ... 


.  .  -  . ' 
.......  .  ....  .  '....  . .  - 


. 

. 

-  -  .  •  •  '  •  ....  X.  ■  ...  :.  ■  ..  •  X  J  .  7.7 

.  <  J-..  v  . !  .  ..  •  -  ^  . '.  7 .  . .  .*  . 


..  .  .......... 


74 


Pacific  system. 

The  agreement  finally  worked  out  between  the  Northern  Pacific, 
the  Manitoba  government  and  the  Canadian  Northern  brought  to  fruition 
the  long  held  railway  policy  of  the  province.  It  not  only  turned  the 
Northern  Pacific  lines  over  to  the  Canadian  Northern  but  also  sought 
to  establish  the  competitive  strength  of  the  Canadian  Northern.  In 
effect,  several  concurrent  agreements  were  involved.  First,  the 
Manitoba  government  agreed  to  lease  the  Northern  Pacific  lines  from 
the  parent  Northern  Pacific  for  an  annual  rental  fee  equal  to  a  U% 
rate  of  interest  on  an  assessed  value  of  $7,000,000.  for  the  350  miles 
of  railway.  An  option  to  purchase  was  included  in  the  lease.  The 
Manitoba  government,  in  turn,  agreed  to  lease  the  lines,  on  the  same 
terms,  to  the  Canadian  Northern. 

A  second  part  of  the  agreement  provided  for  a  Manitoba  guarantee 
on  Canadian  Northern  bonds.  These  bonds,  up  to  $20,000.  per  mile,  were 
to  be  issued  on  the  Port  Arthur  to  Rainy  River  line.  In  return,  the 
Canadian  Northern  agreed  to  make  the  line  fully  operational  immediately 
and  also  to  accept  certain  maximum  rates  as  soon  as  it  had  become  more 
or  less  established.  The  most  drastic  rate  reductions  applied  to  wheat 
shipments  on  the  new  line.  The  rate  generally  charged  by  the  C.  P.  R. 
in  1901  was  in  the  range  of  16  to  180  per  hundred  weight  from  Winnipeg 
to  the  lakehead.  In  the  1880 Ts  this  rate  had  been  as  high  as  240  per 
hundred  weight.  This  contrasted  sharply  with  a  rate  of  100  per  hundred 
weight,  agreed  to  in  principle  by  the  Canadian  Northern  in  1901. 1  Rates 
on  other  commodities  were  reduced  by  approximately  15$.  In  addition  all 

1.  Manitoba  Free  Press.  1  September,  1903,  p.  1.  The  agreement  required 
that  the  100  rate  should  come  into  effect  on  July  1,  1903.  By  that 
time,  it  was  expected  the  company  would  have  sufficient  local  traf¬ 
fic  to  justify  such  a  rate. 
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rates  on  the  new  line  were  made  subject  to  review  and  approval  by  the 
Manitoba  government. 

Mackenzie  and  Mann  were  confident  that  the  government  guarantees 
would  enable  them  to  issue  bonds  at  low  rates  of  interest,  thus  reducing 
fixed  charges  and  allowing  them  to  operate  profitably  even  with  the 
lower  freight  rates. ^  They  anticipated  a  great  increase  in  traffic. 

They  were  also  confident  that,  no  matter  what  the  contract  might  say, 
the  Manitoba  government  would  not  and  could  not  force  them  to  operate 
at  unprof itably  low  rates.  If  it  did,  it  would  immediately  be  called 
upon  to  honour  its  guarantees  and  pay  interest  charges  on  the  bond 
issues  of  the  railway.  The  Manitoba  government,  by  means  of  its  bond 
guarantees,  had  pledged  itself  to  the  success  of  the  railway.  The 
railway  in  turn  had  delivered  into  the  hands  of  the  Manitoba  government 
control  over  its  rate  policies,  and  it  became  clear  that  such  control 
might  be  used  by  the  Manitoba  government  to  pursue  sectional  interests 
and  defeat  unpopular  national  railway  policies. 

For  Shaughnessy  and  the  C.  P.  R.  the  whole  experience  was  a  lesson 
in  frustration.  Their  offer  of  freight  rate  reductions  indicated  to 
Manitobans  that  rates  could  be  reduced  and  that,  by  implication,  pre¬ 
vailing  rates  were  unnecessarily  high.  Despite  the  G.  P.  R.fs  failure 
to  get  the  Northern  Pacific  lines,  Manitobans  demanded  that  the  promised 
reductions  be  put  into  effect.  The  example  of  the  Canadian  Northern  in 
reducing  rates  to  the  lakehead  left  the  C.  P.  R.  no  alternative  but  to 
follow  suit.  Competition  was  doing  all  that  Manitobans  had  hoped. 

In  the  negotiations  themselves,  the  C.  P.  R.  president  was  seriously 


1.  As  mentioned  above  on  p.  67,  the  immediate  result  of  this  guarantee 
was  that  Mackenzie  and  Mann  could  replace  a  very  slow  moving 
unguaranteed  l+h%  bond  issue  with  a  much  more  salable  guaranteed  1$ 

issue. 
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handicapped.  First,  the  Manitoba  government  did  not  really  want  to 
deal  with  his  company.  Second,  Shaughnessy  had  come  to  Winnipeg  fresh 
from  a  directors T  meeting  with  specific  proposals.  Any  major  changes 
had  to  be  referred  back  to  Montreal  where  directors1 2 3  deliberations 
caused  serious  delay.  Mackenzie  and  Mann,  on  the  other  hand,  owned  or 
controlled  the  entire  capital  stock  of  the  Canadian  Northern  and  could 
change  or  adjust  their  proposals  whenever  it  suited  them.  They  feared 
no  unpleasantness  or  reversals  at  subsequent  directors’  or  shareholders’ 
meetings.  This  gave  them  a  tremendous  advantage  in  the  negotiations 
and  both  Lash  and  Mann  later  attributed  their  success  to  this  fact.'*’ 

The  successful  conclusion  of  the  negotiations  in  Manitoba  did  not 
bring  the  agreements  into  force  immediately.  Both  the  Northern  Pacific 
subsidiaries  and  the  Canadian  Northern  held  federal  charters  and  there¬ 
fore  both  needed  enabling  legislation  from  the  federal  government.  The 
Liberals  in  Manitoba,  largely  with  Sif ton’s  approval,  took  a  strong 
stand  against  the  contracts  negotiated  by  their  Manitoba  opponents. 

They  hoped  that  Sifton  and  the  Liberal  government  in  Ottawa  would  use 
their  authority  to  refuse  the  enabling  legislation  or  possibly  even  to 

disallow  the  Manitoba  bills  on  the  grounds  that  rate  control  was  a 

3 

federal  matter  and  therefore  ultra  vires  the  province.  A.  G.  Blair, 
the  Minister  of  Railways  and  Canals,  strongly  denounced  the  bills  early 
in  1901.  Sifton  too  seemed  very  critical  when  he  wrote,  "My  own  private 
impression  is  that  an  Act  to  confirm  this  agreement  would  not  have  a 


1.  Arbitration,  pp.  2530-2532. 

2.  Sifton  to  Campbell,  18  March,  1901;  Sifton  Papers ,  Vol.  242.  p.  481. 


3.  Campbell  to  Sifton,  13  March,  1901;  Sifton  Papers,  Vol.  2£, 
pp.  75097-75099. 
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ghost  of  a  chance  of  getting  through.""^ 

Sifton  wrote  before  Mackenzie  and  Mann  had  explained  the  merits 
of  the  agreement.  Mann  was  reassuring.  "You  may  rest  assured,11  he 

wrote,  "that  our  Company  will  not  use  their  power  to  the  disadvantage 

o 

of  any  of  your  political  friends  in  the  West  or  elsewhere."  Sifton, 
furthermore,  had  not  yet  tested  public  opinion  in  the  West  on  the  issue. 
Once  he  did  so,  he  came  to  quite  different  conclusions.  He,  along  with 
many  other  Liberals  who  had  long  considered  themselves  the  defenders  of 
provincial  rights,  strongly  disliked  federal  interference  in  provincial 
affairs.  They  became  convinced  that  such  a  course  would  be  worse  than 
useless.  "I  would  be  inclined  to  think,"  Sifton  stated,  "that  the  most 

effective  way  of  making  them  all  (Manitobans)  think  that  this  is  a  good 

3 

contract,  would  be  for  the  parliament  of  Canada  to  refuse  to  pass  it." 

Having  come  to  this  conclusion,  Sifton  and  his  western  colleagues 
decided  that  they  would  do  nothing  to  stop  the  bills  although  they 
tried  to  ensure  that,  should  the  arrangement  prove  unsatisfactory,  all 
the  blame  would  attach  to  the  Manitoba  Tories.  Siftonfs  reversal  left 
the  Manitoba  Liberals  in  a  completely  untenable  position  and  many  never 
forgave  him.  Early  in  May  of  1901,  Sifton  began  actively  to  assist  in 
the  passage  of  the  bills.  He  advised  Laurier,  "I  also  wish  you  would 
quietly  see  that  the  Manitoba  railway  bills  are  pushed  along.  I  have 
gone  over  the  whole  matter  carefully  in  my  mind  and  am  satisfied  that 
it  is  in  every  way  the  best  policy  that  they  should  pass.  I  think  you 


1.  Sifton  to  Magum,  26  February,  1901;  Ibid. ,  Vol.  2^2,  pp.  105-106 

2.  Mann  to  Sifton,  25  June,  1901;  Ibid. ,  Vol.  104,  p.  82297. 

3.  Hansard,  1901.  p.  4995. 
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should  speak  to  Blair  and  Davies,  particularly  the  former. 

Once  Sifton  got  to  work  there  was  very  little  doubt  that  the  enabl¬ 
ing  legislation  would  pass.  Blair  did  not  participate  in  the  debate. 

In  fact,  only  three  men  really  attacked  the  measure  in  Parliament.  These 
were  R.  L.  Richardson,  editor  of  the  Winnipeg  Tribune,  a  former  Liberal 
who  had  quarrelled  with  Sifton  and  whose  newspaper  was  reportedly  under 
the  influence  of  the  C.  P.  R. ;  John  Charlton,  longtime  Liberal  member 
for  Norfolk  who  saw  little  need  for  government  assistance  to  railways 
anywhere;  and  Henri  Bourassa,  a  man  who  hated  Manitoba  sectionalism  in 
language,  religion  and  economics  as  much  as  he  later  loved  Quebec 
nationalism. 

The  major  criticism  of  the  bills,  particularly  of  the  rate  control 
clauses,  was  that  they  could  be  used  to  implement  sectional  railway 
policies.  They  seemed  a  direct  attempt  by  the  provincial  government 
to  shift  a  part  of  the  burden  of  railway  rates,  set  in  accordance  with 
national  railway  policies,  from  Manitoba  to  other  areas  of  Canada. 

The  C.  P.  R.  had  long  assured  all  petitioners  that  railway  rates 
were  as  low  as  possible  and  could  not  be  unilaterally  reduced.  Reduc¬ 
tions  of  rates  in  one  area  had  to  be  balanced  by  higher  rates  elsewhere. 
The  Railway  Committee  of  the  Privy  Council,  which  exercised  very  limited 
review  functions  in  1901,  seemed  to  concur  with  the  railway’s  conten¬ 
tion.  Thus,  when  Manitoba  of  her  own  accord  sought  to  upset  the  balance 
in  rates  in  one  part  of  the  country,  other  areas  became  worried  that 
lower  rates  in  Manitoba  would  mean  higher  and  discriminatory  rates  else¬ 
where.  Henri  Bourassa,  already  much  aggrieved  over  Manitoban  policies 


1.  Sifton  to  Laurier,  1  May,  1901;  Laurier  Papers,  Vol.  126, 

pp.  55862-55863.  The  last  phrase  is  underlined  in  the  original 
letter. 
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in  regard  to  Catholic  schools  and  the  use  of  the  French  language, 
stated  the  point  succinctly.  ”Whatever  the  language  is,  the  meaning  is 
clear,  that  you  put  into  the  hands  of  a  provincial  government  a  power  that 
may  be  used  at  any  time  against  the  general  interest  of  Canada.”^" 

It  was  clear  that  Manitoba  was  determined  to  get  lower  freight 
rates  and  that  the  provincial  government  was  not  particularly  concerned 
if  this  meant  higher  rates  elsewhere.  Manitoba  had  always  regarded 
federal  railway  policies  as  unduly  burdensome  for  the  West.  They  were 
concerned  with  little  more  than  lightening  this  burden,  whether  at  the 
expense  of  the  railways  or  other  parts  of  Canada  mattered  little.  The 
silent  hope  of  all  who  supported  the  bills  was  that  the  railways  could 
in  fact  get  along  on  much  lower  rates.  Opponents  of  the  bills  generally 
expressed  fears  that  the  Canadian  Northern  would  seek  to  recoup  its 
losses  in  Manitoba  by  exhorbitant  rates  in  the  Rainy  River  area  of 
Ontario  and  elsewhere  where  that  railway  enjoyed  a  monopoly. 

During  the  debate  on  the  enabling  legislation,  a  second  kind  of 
criticism  was  also  voiced.  Charlton,  in  a  speech  on  1  May,  1901,  used 
the  kind  of  tactics  that  were  to  plague  Mackenzie  and  Mann  in  the 
future  but  against  which  they  were  unable  to  offer  any  strong  defence. 

”1  believe  the  bargain  was  run  through  with  hot  and  indecent 
haste,  and  what  the  influences  were,  of  course,  it  is  not  for  me 
to  say.  I  read  a  story  once  that  occurs  to  my  mind  now,  of  the 
celebrated  Abraham  Lincoln,  in  connection  with  the  trial  of  a  man 
accused  of  stealing  hams  in  Illinois.  The  man  accused  was  seen 
on  a  moonlit  night  to  make  three  trips  to  the  smokehouse,  and  to 
come  away  each  time  with  a  load  of  hams.  He  was  arrested,  arraigned 
and  tried.  And  although  the  crime  was  proved  beyond  peradventure, 
the  jury  brought  in  a  verdict  of  nnot  guilty”  and  the  lawyers  for 
the  prosecution  inquired  from  the  lawyer  for  the  defence  how  he 
could  account  for  that  verdict.  He  said:  I  know  that  Sir  Matthew 
Hale  has  said  that  if  anything  could  possibly  exceed  the  fore¬ 
knowledge  of  God,  it  would  be  the  verdict  of  a  jury,  but  even  on 


1.  Hansard.  1901.  p.  5026. 
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that  supposition,  I  am  unable  to  account  for  the  verdict.  Well,  said 
the  lawyer  for  the  defence:  My  friend,  there  are  some  features  about 
the  administration  of  justice  in  this  country  of  a  character  so  high 
and  so  far  beyond  the  comprehension  of  men  from  the  east  like  you, 
that  you  fail  to  take  in  the  situation;  but  the  truth  about  this  case 
is,  that  every  man  on  the  jury  had  one  of  those  hams. 

Now,  I  would  not  for  a  moment  charge;  I  would  not  for  a  moment 
venture  to  insinuate  that  such  influence  was  brought  to  bear  upon  the 
legislature  of  Manitoba,  and  I  would  not  think  of  asserting  that  any¬ 
thing  beyond  pure  ordinary  dmderheaded  stupidity  actuated  them  in  the 
passage  of  this  Bill.,,l 

This  was  followed  by  a  lengthy  diatribe  on  the  varied  and  grievous 
sins  of  American  railway  promoters.  The  implications,  of  course,  were 
clear  although  very  hard  to  deal  with.  There  were  no  specific  charges 
and  in  this  case  few  of  the  members  who  voted  on  the  measure  followed 
Charlton’s  lead.  The  federal  legislation  passed  by  a  large  majority, 
allowing  Mackenzie  and  Mann  successfully  to  conclude  one  of  their  most 
spectacular  and  important  railway  agreements. 


4. 


The  willingness  of  the  Manitoba  government  to  guarantee  payment  of 
interest  and  principal  on  substantial  Canadian  Northern  bond  issues, 
made  it  possible  for  Mackenzie  and  Mann  to  obtain  very  large  amounts  of 
money  at  reasonable  cost.  By  the  end  of  1901*  issues  of  $3,844,000.  of 
guaranteed  bonds  at  k%  had  been  authorized  by  the  railway.1 2  Most  of 
these  securities  were  marketed  in  Great  Britain  where  Mackenzie  and 
Mann  had  the  good  fortune  to  recruit  T.  M.  Home-Payne,  a  man  intim¬ 
ately  acquainted  with  the  London  money  markets,  who  shared  the  promoters’ 
optimism  about  the  future  development  of  western  Canada  and  of  the 


1.  Hansard,  1901.  pp.  4695-4696. 

2.  Directors*  Meetings  held  at  frequent  intervals  throughout  the  period 
of  construction.  C.  N.  Vol.  1436.  pp.  1-129. 
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Canadian  Northern^  role  in  that  development.  As  London  director  of 
the  Canadian  Northern  and  as  one  of  its  chief  mortgagors  through  the 
British  Empire  Trust  Company,  of  which  he  was  founder  and  president, 
Home-Payne  proved  of  immense  value  to  the  Canadian  Northern. 

Cash  subsidies  and  proceeds  from  bond  sales,  obtained  at  reason¬ 
able  rates,  thanks  to  government  guarantees,  paid  for  most  of  the 
actual  construction  costs.  But  the  contractors,  Mackenzie  and  Mann, 
also  took  fully  paid  up  shares  of  the  railway  as  partial  payment  for 
their  services. 

In  1901  the  authorized  capital  stock  of  the  Canadian  Northern  was 
$25,000,000.  All  was  controlled  or  owned  outright  by  Mackenzie  and 
Mann  who,  when  approached  by  the  Grand  Trunk  about  a  possible  sale, 
asserted  their  belief  that  it  was  worth  par.  Since  none  of  this  stock 
was  sold,  its  actual  value  was  hard  to  ascertain. 

All  operational  profits  of  the  railway  were  re-invested  and  not 
used  for  dividend  purposes.  The  capital  stock  in  fact  represented 
the  profits,  salaries  and  commissions  to  which  Mackenzie  and  Mann 
might  otherwise  have  been  entitled.  This  capitalization  did  not  cost 
the  railway  anything  in  dividends  but  it  did  deprive  it  of  one  source 
of  capital.  Bond  issues,  even  if  very  reasonably  obtained,  still 
entailed  constant  and  fixed  charges.  Bondholders  would  not  forego 
interest  payments  the  way  shareholders  might  forego  dividend  payments 
in  times  of  adversity.  On  the  other  hand,  complete  control  of  the 
capital  stock  gave  the  Canadian  Northern  promoters  a  flexibility  and 
freedom  of  action  which  served  them  well  on  a  number  of  occasions. 

The  two  alternate  forms  of  capitalization  through  bond  issues  or  through 


1.  See  above  p.  69. 
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the  sale  of  shares  both  had  advantages  and  disadvantages.  During  a 
period  of  rapid  expansion  when  daring  and  initiative  were  of  the  utmost 
importance  and  rapidly  mounting  traffic  receipts  made  fixed  charges 
seem  easily  manageable,  the  issuing  of  government  guaranteed  bonds  was 
very  attractive.  It  was  certainly  a  large  factor  in  Mackenzie  and 
Mann’s  success  up  to  1911,  as  it  was  in  their  failure  after  that  date. 

The  early  financial  successes  of  the  company  were  matched  by 
operational  efficiency.  D.  B.  Hanna’s  endeavours  to  stimulate  traffic 
along  the  railway’s  lines,  and  Mackenzie  and  Mann’s  willingness  to 
acquire  and  merge  various  traffic  yielding  ventures  into  the  Canadian 
Northern  system,  helped  a  great  deal.  Perhaps  the  greatest  single 
factor  in  the  operational  success  of  the  railway,  however,  lay  in  its 
carefully  devised  although  by  no  means  heroic  construction  policy  on 
the  prairies. 

Mackenzie  and  Mann  had  a  philosophy  about  railway  const  miction 
and  operation.  It  was  their  belief  that  a  railway  should  be  built 
according  to  the  immediate  traffic  requirements  of  the  territory  it 
served  -  no  better  and  no  worse.  If  there  was  little  traffic,  a  light 
construction  was  deemed  sufficient.  If  traffic  improved,  the  line  was 
built  up  to  meet  the  new  requirements.  Each  individual  line  in  the 
Canadian  Northern  system,  in  theory  at  least,  grew  with  and  at  the 
same  rate  as  the  area  it  served. 

The  result  was  that  some  of  the  main  lines  of  the  Canadian  North¬ 
ern  eventually  came  to  be  very  well  built,  but  others  remained  poor. 

In  sparsely  settled  areas,  standards  of  construction  were  very  low. 

In  the  most  sparsely  settled  areas,  the  roadbed  was  barely  able, 
even  at  very  slow  speeds,  to  accommodate  the  trains  dispatched  to 
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take  out  the  annual  wheat  crop.  To  improve  lines,  old  light  rails 
were  often  lifted  and  replaced  with  heavier  ones,  the  old  rails  finding 
new  usefulness  on  a  line  into  another  sparsely  developed  area.  Hanna, 
the  railway fs  general  manager,  claimed  the  system  worked  well  until  war- 
induced  shortages  of  men  and  materials  forced  postponement  of  necessary 
construction  and  repairs.  He  claimed  that  as  a  rule  the  lines  of  his 
railway  were  adequate  to  meet  the  traffic  requirements  of  the  day. 

There  were  certainly  exceptions,  but  substandard  lines  were  rarely 
economical  and,  in  general,  Hanna  was  probably  right.  The  accident 
rate  and  maintenance  costs  on  inadequate  lines  quickly  drew  attention 
from  head  office. 

Shortages  of  money  and  political  pressure  for  new  construction 
occasionally  wrought  havoc  with  the  system,  as  did  any  unusual  fluctua¬ 
tions  in  the  traffic  flow.  Basically,  however,  the  plan  was  a  sound  one. 
It  was,  in  fact,  the  only  one  Mackenzie  and  Mann  could  reasonably  follow. 
If  they  wanted  their  railway  to  show  a  record  of  profitable  operations 
from  the  very  beginning,  they  could  not  make  large  investments  and  then 
wait  for  the  country  to  grow.  Profitable  operations  were  necessary  if 
governmental  guarantors  were  to  be  maintained  in  good  humour.  These 
were  not  likely  to  offer  new  guarantees  if  the  railway  failed  to  pay 
interest  on  the  bonds  already  guaranteed. 

It  was  by  construction  of  railways  of  this  kind  that  many  areas  in 
western  Canada  which  fell  short  of  the  traffic  potential  to  merit  a 
first  class  C.  P.  R.  line,  obtained  rail  service.  These  areas  preferred 
a  badly  constructed  railway  to  none  at  all,  and  frequently  took  great 
pride  in  subsequent  improvements.  In  short,  like  the  pioneers  they 
served,  Mackenzie  and  Mann  built  "soddies"  and  log  cabins  before  they 
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built  frame  houses.  It  enabled  them  to  show  profitable  operations  from 
the  very  beginning  without  recourse  to  high  freight  rates. 

There  were  several  things  about  the  construction  of  the  Canadian 
Northern  which  were  never  second  class.  The  route  for  a  new  railway 
was  always  carefully  selected.  Mackenzie  and  Mann  very  rarely  built 
lines  through  unproductive  territory,  particularly  in  the  early  years 
of  their  operations.  The  care  with  which  the  necessary  surveys  were 
carried  out,  and  the  success  with  which  the  route  was  laid  out  contri¬ 
buted  greatly  to  the  company’s  success.  In  his  first  published  annual 
report  as  president  of  the  Canadian  Northern,  Mackenzie  drew  special 
attention  to  this  fact.  He  attributed  the  success  of  the  railway  partly 
to  "the  total  absence  of  unproductive  track.  The  railway  throughout  its 
length  passes  through  some  of  the  richest  territory  in  Canada,  which 
has  hitherto  been,  to  a  very  great  extent,  without  railway  facilities. 

A  second  and  equally  important  factor  was  the  absence  of  heavy  curves 
and  grades  on  the  Canadian  Northern.  Low  grades  became  a  character¬ 
istic  of  the  Canadian  Northern  and  made  lower  operational  costs  possible. 
It  was  a  special  tribute  to  the  surveyors  of  the  line  that  they  were 
able  to  find  what  appeared  the  most  productive  routes,  and  also  to  lay 
out  the  railway  in  a  way  which  made  it  possible  to  eliminate  all  grades 
of  more  than  one  per  cent.1 2  In  1903  Mackenzie  reported  with  pride  that 
"The  maximum  grade  going  west  is  less  than  one  per  cent  and  that  going 


1.  First  Annual  Report  of  the  Canadian  Northern  Railway.  Toronto . 
1903,  p.  2. 

2.  The  maximum  grade  on  the  C.  P.  R.  in  the  Rockies  at  this  time  was 
4.5$  although  this  was  subsequently  reduced  to  a  2.2$  grade  when 
the  famous  spiral  tunnels  were  built.  The  Canadian  Northern 
maintained  a  1$  grade,  even  when  it  built  to  the  Pacific. 


■  ;o*i x  ar.  oqo  •Xcfi.Ji-ciq  worie  oi  merij  JbftXdjsn#  XI 
« •  ■  ■  -  X  .  .  . 

.  I  ■>«  -  noijMr* -,j error.  »tv  Xv'.  e  r.YJ  1. \ovse  o*xo*  ©'lenl 

■  •  '  .■ 

-  .  t  ...... 

• '  -‘i.  o  sriX  "J:  _  :•  t  .  vivo  a  ov.lJ:  .aJxvrvrn  ii.uo'  i  ,:e-. 

'  .  -  .  ■  .  .  .  .  o  •  . 

C:-  xio  ■  ..  ..  ...  .. '  J!  .  .  ..  ;;  -  ; 

- 

■  ■  i.  i  ’  txr .  ■■  .  .  ...-.;  C  9J  ..  j 

■  •  i&ooLf;  b©v  iiXX*  €  . .  .... 

-  •  .  lo  ©ones  - 

■  ; -;x  .  •  XeM;:..i.  &i,  .  o  o  a  a,  X  aoc.  .v.<  -ij  no.' 

:  i  •  •  •  ..  jui  . .  up©  Jbfi  ••.... 

.  .  riXrel  ibzi 

\  it  m©ri,  .  ,  .  .  • 

&  ■'  ••y.rV  .  r.  i.L.  ,  *...  eio  sv...  ~  ;x  oo  ©X  ociivv  icoca  ju  ,.v;  Xi 

-  iX  •  —  ■  ■  '  ■  ■  .  .  ©q  .  . 

‘  :  •  ©X  ...  •  -  .......  :  .  .  ■.  .  . 

...  .  . 

. X-  .  J  bn.  X* .o:  von  sno  ju.iij  asi.  el  Xo©k;  .  nicy  s.. .../,. tj  r:  lz  .>■ :  oriV 


...-  i".  •  .  :•  '■  ••••:»  Y  n.  1..,;..  y_  o/X.  y  y  _  ;;;.  _  ., 


...  .  , 


—  ..  i!  '.•>  .1  llv  Jj  i;O.Yi  <;  •  ;  Hw 

■-  ©:  . 

V  .  .  J.  .  V  . 

•  -  •••’-  •  -  i  •  »•  X—I; 


... 

•  ... 

..  .  L'/J  O'f.dv  eleimn,  ... 
vi  •:  HC‘  .  novo  <oj  */  *  j.  .  :  o-vl.  .. 


.X 


85 


east  being  not  more  than  a  half  of  one  per  cent.*1'1' 

A  third  factor  helping  to  reduce  operating  costs  was  the  manner  in 
which  Mackenzie  and  Mann  acquired  the  necessary  rolling  stock  for  their 
railway.  In  general,  their  approach  to  rolling  stock  was  similar  to 
that  to  construction  standards.  They  sought  to  provide  only  as  much 
rolling  stock  as  the  traffic  warranted.  This,  however,  led  to  serious 
criticism  since  the  volume  of  traffic  fluctuated  greatly  and  at  every 
peak  traffic  period,  the  rolling  stock  failed  to  meet  immediate  require¬ 
ments. 

Grain  blockades  along  all  western  Canadian  railways  were  common 
during  harvest  time.  Such  blockades  along  the  Canadian  Northern  lines 
were  frequently  serious  and  irritated  the  farmers,  but  the  company  at 
least  escaped  the  criticism  that  it  was  saving  its  rolling  stock  for 
its  eastern  traffic  -  a  charge  that  both  the  Canadian  Pacific  and  the 
Grand  Trunk  Pacific  often  had  to  face. 

At  the  height  of  a  grain  blockade  or  any  other  rolling  stock  crisis, 
Canadian  Northern  officials  frequently  took  to  visiting  the  junkyards 
and  repair  shops  of  American  railways  to  buy  and  then  press  into  ser¬ 
vice  some  of  the  dilapidated  and  decrepit  rolling  stock  they  found 
there.2  The  practice  gave  rise  to  all  sorts  of  tall  tales  and  left  a 
definite  mark  on  the  reputation  of  the  Canadian  Northern. 

But  the  Canadian  Northern  also  purchased  some  of  the  finest  and 


1.  First  Annual  Report  of  the  Canadian  Northern  Railway.  Toronto, 

1903,  p.  2. 

2.  Mr.  A.  J.  Hills,  one  of  the  officers  of  the  Canadian  Northern, 
stated  in  a  taped  interview  with  Dr.  Lamb,  the  Dominion  Archivist, 
and  John  C.  Andreassen,  the  Canadian  National  Railways  archivist, 
that  he  participated  in  transactions  of  this  kind  where  any  rolling 
stock  that  would  pass  inspection  was  purchased. 
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most  powerful  locomotives  and  rolling  stock.  At  one  time  the  strongest 
locomotive  in  the  British  Commonwealth  was  operating  on  the  main  line 
of  the  Canadian  Northern.  This  locomotive,  with  its  long  train  of 
freight  cars  rolling  over  the  low  grades  of  the  railway* s  main  line, 
and  the  decrepit  iron  horse  wheezing  and  puffing  on  some  obscure  branch 
line  where  speeds  over  ten  miles  an  hour  were  hazardous,  were  both  part 
of  the  same  railway  system. 

The  manner  in  which  the  Canadian  Northern  financed  its  rolling 
stock  was  unique.  A  subsidiary  company,  the  Imperial  Rolling  Stock 
Company,  was  formed.'1"  This  company  bought  rolling  stock  from  the  manu¬ 
facturers  or  other  railwa^^s  and  then  leased  and  sold  it  to  the  Canadian 
Northern.  The  usual  transaction  between  the  two  companies  required  a 
15%  down  payment  by  the  Canadian  Northern  when  taking  over  the  equip¬ 
ment.  A  twenty  year  payment  schedule  was  agreed  to.  During  this  time 
the  railway  only  leased  the  equipment,  ownership  of  the  rolling  stock 
remaining  with  the  Imperial  Rolling  Stock  Company  until  fully  paid. 

The  Imperial  Rolling  Stock  Company,  which  itself  had  very  little 
capital  and  was  completely  owned  by  Mackenzie  and  Mann,  financed  its 
purchases  through  bond  issues  with  the  leased  rolling  stock  serving  as 
security.  To  make  the  bonds  more  readily  salable,  the  Canadian  Northern 
guaranteed  the  payment  of  both  the  principal  and  interest.  The  maturity 
dates  of  the  bonds  varied  and  were  designed  to  coincide  with  the  annual 
payments  to  be  made  by  the  Canadian  Northern  to  the  Imperial  Rolling 
Stock  Company.  For  the  investor,  the  bonds  seemed  doubly  secured, 
first  by  a  mortgage  on  the  leased  rolling  stock,  and  second  by  a 


1.  Organizational  details  of  the  Imperial  Rolling  Stock  Company  are 
outlined  in  the  Minute  Book  of  that  company,  C.  N.  Vol.  1247 . 


nllXo*  .  ; 

'.I  •  ;  \  c  w  •  1  •••  r  .0  ..  .  v.;-:  ;X:  orl  r.O  ovXJa  oX 

■  .J  /;■  .  7.  '  .0,  fe.  :.J'v  .  ...  •  *.  .  .  fo.  l:c:  r.  oil  or!  0  c 

.  .  ;  .  erftf  ...  8'sjlC  .. 

x'i‘ !:  ;  ... ■:  v.  c~co?oeb  eriJ  bsic> 

»>o .eq  rftfod  anew  (ei/oi>i£5£<i  11  no  j  ‘cc-vc  eXooqc:  ooorfw  enll 

.  •  ■  .  •-  '  V  '  "  9  u  . 


.  'll.  •:  cl  '  j:  .  ...  0.  oil;-! ill  r  11-  rr.,0  '1j  0  Oi  ./  no  i-x  ■.  aiiO 

:  .  ..  .  :  .9 

.  . 

i  .  .  .  •  o.l  o  JL  .  1.  m  f.e&bol  <  .  '1  .  n  ;.  >.i  .  V*  ».c  io  i-.  S'i'  l.  il. 

c  ov.J  m  -X  • 

..  .  .  .  wwvsq  nwol 

•1.  C  .  .  o.f  ..  :•  ...  :  o  CiVO-  ,  C  '■;■•.  SOW 

•  t 

.  .  .10  .•  .  .  ■  '  .1..U  7_!.  .7  '  7  .  7.1  :.ol  7.7  ..  '0' 

<  .  ■  .  .  '  7  :  .  .  flXXIc  .  ...  .  9 

i  ’•  •  JO  ^  9.1  .  :  o.  J.  t  ....  v:  .L.  0  ,c...o 

....  .. .  '  t  .  .  .  (  ...  7  ...  :  7  .  .  7 

■  '  -  0.  9 OX  ■  .7  ..  7)0 v.  .  C  :  :0 

9 

X.  irnioo  o.j  ».  Oaeb  9T:9w  Jbtns  bolrtsv  ebnod  edit  1o  ssifib 

X...  .  o  r  v  ,  I  o'.  si .  ..  cl  cl  J  ■  ■  ,..c 

.  .  .  . 

•  <  '  U7  .  '  J  O  ..  7  ..  j;  .  /.  ,  .  .j,  0  .0.00 


•  <  .  .... 

1  •  _•  .  -  J  1C  0  .  77..  .  .  .  ..  ..  i  •  ., 


87 


guarantee  from  the  railway  company. 

By  this  expedient,  Mackenzie  and  Mann  were  able  to  get  short 
term  investments  at  rates  of  4lg  to  6^%  interest,  with  all  the  bonds 
selling  at  90  or  more  and  some  of  those  with  the  higher  interest  rates 
at  par . ^  The  bonds  were  issued  in  conveniently  small  denominations  and 
were  successful  in  capturing  short  term  capital  in  what  was  generally 
regarded  as  a  very  vulnerable  market.  This  the  Canadian  Northern  did 
simply  by  a  formal  promise,  through  a  guarantee,  to  pay  its  just  debts 
to  the  Rolling  Stock  Company  and  by  allowing  formal  ownership  of  the 
equipment  to  remain  vested  in  the  Imperial  Rolling  Stock  Company  for 
the  required  period  of  time.  It  had  the  very  decided  advantage  that 
it  interferred  very  little  with  the  financing  of  Canadian  Northern 
bonds  or  other  credit  arrangements. 

Even  under  this  scheme,  the  Canadian  Northern  never  spent  quite 
enough  money  to  meet  all  its  equipment  and  rolling  stock  needs.  The 
first  concern  of  Mackenzie  and  Mann  was  to  expand  into  as  many  areas  as 
possible  and  to  stake  claims  before  one  of  their  competitors  did  so. 

The  main  emphasis  was  always  on  new  construction.  As  a  result,  the 
Canadian  Northern  frequently  looked  like  the  pioneer  road  it  really 
was.  As  a  pioneer  road,  however,  it  was  an  undoubted  success. 


5. 


Mackenzie  and  Mann's  successes  in  1901  and  later  were  of  course 
not  only  financial  or  operational.  They  also  required  strong  political 


1.  The  Minute  books  of  the  Canadian  Northern  and  of  the  Imperial  Rolling 
Stock  Company  contain  copies  of  the  individual  agreements.  A  sum¬ 
mary  of  the  proceeds  of  these  equipment  securities  is  included  in 
the"  statements  prepared  by  the  railway  for  the  Commission  of  Enquiry 
into  Railways  and  Transportation,  1916.  C_.__N.  Vol.  2194* 
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support  and  a  proper  understanding  of  the  Canadian  Northern,  requires 
a  careful  analysis  of  its  promoters*  political  activities  and  con¬ 
nections. 

The  first  and  most  obvious,  but  not  necessarily  the  most  import¬ 
ant  aspect  of  Mackenzie  and  MannTs  political  activities  was  their  will¬ 
ingness  to  give  direct  assistance  to  those  politicians  favourably 
inclined  to  their  cause.  Sifton,  for  example,  could  always  count  on 
the  support  of  the  Canadian  Northern.  He  assured  his  brother-in-law, 

T.  A.  Burrows, 

!,As  to  the  extent  to  which  the  Railway  Company  will  support  you 
in  Dauphin,  it  is  quite  impossible  for  me  to  say.  I  told  you  plainly 
when  here  that  all  I  could  say  was  that  I  thought  they  would  be 
friendly,  but  that  their  support  would  be  of  a  modified  character, 
as  no  railway  company  in  their  present  condition  in  Canada  wants  to 
get  out  and  openly  take  an  active  part  in  a  political  campaign.  This 
is  all  I  know  about  their  attitude  in  my  own  riding  and  I  do  not  know 
any  more  in  yours. "1 

When  Sifton  really  wanted  to  get  things  done  he  could  count  on 
Mackenzie,  the  Conservative  hopeful  of  North  Victoria,  to  exercise  the 
influence  of  his  railway.  Thus,  when  Burrows*  election  in  1899  was  to 
be  contested  by  the  Conservatives,  Sifton  assured  him,  "Mackenzie  will 

do  anything  he  can  to  help  you  in  the  matter  you  spoke  of  in  your  let- 

o 

ter.  I  will  see  about  that  when  I  get  up." 

Conveniently  timed  construction  by  the  Canadian  Northern  sometimes 

3  L 

saved  a  political  friend.  Patronage  also  helped,  but  Mackenzie  and 


1.  Sifton  to  Burrows,  12  December,  1903;  Sifton  Papers.  Vol.  233.  p.  960. 

2.  Sifton  to  Burrows,  1  January,  1900;  Ibid. .  Vol.  235,  p.  536.  This 
despite  the  fact  that  the  Dauphin  Conservatives,  to  Mackenzie’s 
secret  delight,  asked  R.  J.  Mackenzie,  his  son  to  oppose  Burrows 
in  the  election.  The  invitation  was  declined  with  regret. 

3. 


4. 


Burrows  to  Sifton,  23  November,  1899;  Ibid. ,  Vol.  57,  p.  40507. 
Sifton  to  Mann,  3  August,  189S;Ibid. ,  Vol.  228,  p.  171 
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Mann  rarely  allowed  much  deadwood  to  accumulate  in  their  organization. 
They  were  not  in  the  habit  of  paying  inflated  salaries  to  anyone,  and 
this  placed  severe  limits  on  the  usefulness  of  patronage.  There  were, 
of  course,  the  usual  campaign  contributions  but  there  were  frequent 
complaints  about  Canadian  Northern  niggardliness  in  this  matter."1' 

The  most  important  thing  about  the  political  dealings  of  Mackenzie 
and  Mann  was  that  they  dealt  with  individual  politicians,  not  with 
political  parties.  They  supported  those  who  shared  their  vision  of 
future  Canadian  economic  greatness  and  of  the  place  of  the  Canadian 
Northern  Railway  in  the  Canadian  commercial  expansion  of  the  twentieth 
century.  They  supported  those  who  supported  their  railway.  In  their 
political  allegiances,  William  Mackenzie,  his  son  Roderick,  and 
D.  B.  Hanna  were  generally  regarded  as  Conservative,  at  least  within 
the  context  of  Manitoba  politics.  Mann,  Lash  and  McLeod,  the  railway Ts 
chief  engineer,  held  strong  Liberal  credentials.  This,  however,  did 
not  significantly  influence  the  policies  or  the  effectiveness  of  any 
of  these  men.  In  the  final  analysis,  they  always  did  what  was  best 
for  the  railway,  not  what  was  best  for  a  particular  political  party. 
They  dealt  as  easily  with  the  Liberal  Premiers  of  Saskatchewan  and 
Alberta  as  they  did  with  their  Conservative  counterparts  in  Manitoba, 
Ontario  and  British  Columbia.  Their  friends  had  one  thing  in  common, 
they  were  all  optimistic  about  future  Canadian  economic  development. 

As  it  happened  the  men  who  supported  Mackenzie  and  Mann  were, 
until  1911,  generally  the  successful  politicians  in  western  Canada. 
These  successful  politicians  of  western  Canada  in  the  1900fs  were  add. 


1.  Burrows  to  Sifton,  5  October,  1900;  Ibid.,  Vol.  76,  pp.  57825-57826. 
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economic  expansionists.  In  fact,  the  whole  climate  of  western  Canada 
at  the  time  was  expansionist  and  the  politicians  best  able  to  give 
expression  to  these  expansionist  sentiments  were  the  ones  elected. 

These  were  also  the  men  most  Likely  to  share  Mackenzie  and  MannTs 
optimism  and  to  offer  them  the  assistance  they  needed  to  build  rail¬ 
ways.  The  Manitoba  Free  Press  was  true  to  the  spirit  of  the  time. 

JtWe  want  all  the  railways  we  can  get,  for  Manitoba’s  proper 
policy  is  free  trade  in  railways  and  we  have  got  to  have  more  rail¬ 
ways  if  the  crop  of  this  country  is  to  be  moved  out  in  any  reason¬ 
able  time.  With  the  rapid  settlement  of  our  lands,  through  the 
large  immigration  now  going  on,  and  the  land  old  settlers  are 
putting  under  crop,  the  grain  output  of  Manitoba  and  the  Territories 
will  in  a  year  or  two  be  altogether  too  great  to  be  handled. 

The  principal  obstacle  in  the  realization  of  this  goal  was,  in 
the  opinion  of  almost  all  western  Canadian  politicians,  the  allegedly 
restrictive  and  regionally  discriminatory  National  Policy  of  the  federal 
government  as  enunciated  by  Macdonald  and  his  colleagues.  Western 
politicians  found  in  the  Canadian  Northern  an  instrument  to  thwart  and 
modify  national  policies.  The  Manitoba  agreements  with  the  Canadian 
Northern  resulted  in  regional  rate  adjustments  long  held  by  the  C.  P.  R. 
and  the  federal  government  to  be  either  impossible  or  unfair.  They 
also  resulted  in  extensive  new  railway  construction  which  brought  the 
benefits  of  rail  services,  long  enjoyed  by  almost  all  areas  of  eastern 
Canada,  to  large  areas  of  the  prairies. 

When  one  political  party  lost  its  expansionist  fervour,  as  happened 
in  Manitoba  in  1899,  neither  Mackenzie  and  Mann  nor  the  electorate 


1.  Manitoba  Free  Press,  4  August,  1899,  p.  4. 
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found  it  difficult  to  support  their  opponents.^  Sifton  wrote  of  the 
1899  transition  in  Manitoba, 

nThe  causes  of  the  defeat  are  numerous.  The  principal  cause  is 
that  the  Conservatives  who  first  came  to  us  on  the  railway  monopoly 
question  years  ago,  and  who  came  to  us  in  large  numbers  when  we 
were  fighting  with  the  school  question,  have  practically  all  gone 
back  to  the  Conservative  party. . .Greenway  made  a  mess  of  dealing 
with  the  Northern  Pacific  and  the  C.  P.  R.!,2 

As  was  frequently  the  case  in  provincial  politics,  there  was 
only  one  really  successful  railway  policy  for  Manitoba  politicians  to 
follow.  In  the  province  Roblin  and  Rogers  expounded  this  policy  while 
federally  Sifton  was  its  chief  exponent.  The  policies  of  Roblin  and 
Sifton  were  often  very  similar  and  there  is  evidence  that  the  relations 
between  these  politicians  were  much  closer  than  a  reading  of  the  Manitoba 
Free  Press  would  indicate.  An  informal  arrangement  about  respective 
spheres  of  influence  was  apparently  in  effect.  At  one  point,  Dafoe 
wrote  Sifton,  UI  think  it  would  have  a  good  effect  if  you  would  take 
some  means  to  let  it  be  known  that  you  are  desirous  of  seeing  Roblin 
beaten.  In  two  or  three  constituencies  that  I  know  of  reports  are  being 
sedulously  circulated  that  you  are  indifferent  as  to  the  result;  and 


1.  Mackenzie  and  Mann  established  amicable  relations  with  the  provin¬ 
cial  Conservatives  even  before  the  1899  election.  This  meant, 
among  other  things,  that  Hugh  John  Macdonald  was  appointed  a 
solicitor  of  the  Company.  Burrows  to  Sifton,  20  December,  1899; 
Sifton  Papers ,  Vol.  ££,  pp.  40527-40528.  During  the  election 
campaign  the  Conservatives  promised  to  get  new  railways  built  and 
to  establish  railway  competition.  They  professed  themselves 
willing  if  necessary  to  resort  to  government  construction  and 
ownership  of  railways.  Yet,  after  being  elected,  Macdonald  gave 
no  indication  that  he  was  prepared  for  government  ownership,  and 
it  was  not  until  Roblin  took  over  the  premiership  that  more 
aggressive  railway  policies  were  instituted. 


2. 


Sifton  to  Laurier,  10  December,  1899;  Ibid. ,  Vol.  2^1,  pp.  426-427. 
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this  is  hurting  our  chances  somewhat  I  fear.*1-*- 

But  Sifton  did  very  little  to  help  his  provincial  brethren  and 
after  the  1903  election  Burrows  wrote,  "You  should  feel  pleased  that 
you  did  not  come  west  and  take  part  on  the  wrong  side  of  this  avalanche. 
Though  I  fancy  if  you  had  been  here  you  could  have  saved  Alex  Fraser 
and  Norris.  Still  I  am  glad  you  did  not  come.”^ 

An  exchange  of  telegrams  between  Burrows  and  Sifton  in  1902 
implies  definite  co-operation  with  the  provincial  Tories  at  the  expense 
of  the  provincial  Liberals.  After  being  informed  by  Burrows  that  he 
!,had  long  conversation  with  Bob  Rogers  who  thinks  Conservatives  should 
file  protest  as  quickly  as  possible  in  order  to  control  situation  before 
other  party  get  one  filed, Sifton  replied,  l,I  fully  agree.  Good 
idea.n^ 

In  other  matters,  notably  in  the  Manitoba  boundary  extension  dis¬ 
cussions,  Sifton  and  Roblin  worked  together  in  harmony.  On  10  April, 
1902,  for  example,  Roblin  wrote  Sifton  in  connection  with  the  boundary 
matter,  ”If  you  think  it  is  best  for  everybody  concerned  that  no  further 
action  should  be  taken  by  me  and  those  here,  an  intimation  direct  or 
indirect,  to  that  effect  will  be  appreciated. 

Even  in  Parliament,  when  advocating  the  passage  of  the  Northern 


1.  Dafoe  to  Sifton,  24  June,  1903;  Sifton  Papers.  Vol.  I40,  p.  111898. 

2.  Burrows  to  Sifton,  21  July,  1903;  Ibid. ,  Vol.  13.8.  pp.  110240 

3.  Burrows  to  Sifton,  25  February,  1902,  Ibid. .  Vol.  118,  p.  93580. 

4.  Loc.  cit. ,  Pencilled  note  on  Burrows1  telegram  in  SiftonTs  hand. 

5.  Roblin  to  Sifton,  10  April,  1902;  Ibid.,  Vol.  1^2,  pp.  104715- 

104716. 
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Pacific  lease  agreements,  Sifton  was  careful  to  point  out  that  these 
agreements  were  really  the  culmination  of  longstanding  provincial 
policies  and  therefore  beyond  the  realm  of  partisan  politics.  He 
argued  that  by  establishing  a  second  rail  link  to  the  lakehead  the 
Roblin  government  was  only  fulfilling  policies  pursued  by  three 
successive  Manitoba  premiers  -  Greenway,  Macdonald  and  Roblin.1 2 3  He 
could  have  added  Norquay  as  well. 

Sifton  considered  it  necessary  to  support  this  legislation  if 

he  wanted  to  retain  his  political  position  in  western  Canada.  In 

fact  after  1899,  it  was  much  easier  for  Sifton  to  explain  and  justify 

his  railway  policies  to  the  Manitoba  electors  than  to  the  provincial 

Liberals.  He  made  it  quite  clear  that  in  the  Northern  Pacific  lease 

2 

arrangements  he  was  following  public  opinion,  even  if  this  proved 
awkward  for  the  local  Liberals  who  had  committed  themselves  to 
strenuous  opposition  to  the  measure. 3  Having  once  suggested  dis¬ 
allowance  or  reservation  of  the  bills  by  the  Manitoba  Lieutenant 
Governor,^4-  Sifton  in  the  end  became  one  of  the  bills’  strongest 
supporters. 

The  people  of  Manitoba  supported  the  bills  because  they  were  first 
of  all  expansionist.  They  promised  more  and  improved  railway  services 
and  railway  competition.  Through  its  control  over  rates  on  the  Canadian 


1.  Hansard.  1901.  pp.  4997-4998. 

2.  Sifton  to  Magum,  26  February,  1901;  Sifton  Papers.  Vol.  242. 
pp.  36-39. 

3.  MacMillan  to  Sifton,  18  March,  1901;  Ibid. ,  Vol.  106,  pp.  83705- 
83706. 

4.  Sifton  to  MacMillan,  12  March,  1901;  Ibid. .  Vol.  242.  p.  333. 
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Northern  the  province  of  Manitoba  was  proposing  to  redress  the  old 
grievances  against  federal  railway  policies.  Manitoba  would  set  its 
own  rate  policies,  irrespective  of  any  rate  pronouncements  from  the 
Railway  Committee  of  the  Privy  Council  or  the  proposed  Board  of  Rail¬ 
way  Commissioners.  A,  C.  C.  LaRiviere,  a  Manitoba  Conservative 
veteran  of  the  disallowance  agitation  summed  up  western  feeling 
very  well. 

’•Well,  Sir,  how  is  it  that  the  majority  of  hon.  members  on  both 
sides  of  this  House,  coming  from  the  West,  are  in  favour  of  the 
legislation,  throwing  away  all  their  party  ideas  and  uniting  to¬ 
gether  to  secure  the  passage  of  this  legislation  which  is  considered 
to  be  beneficial  in  the  best  interest  of  the  west?  This  alone  would 
be  sufficient  in  my  mind  to  satisfy  hon.  members  coming  from  other 
provinces  that  in  this  natter  we  are  acting  in  a  patriotic  way,  not 
only  for  the  best  interests  of  the  province  of  Manitoba  and  the 
North-west  Territories,  but  for  the  whole  Dominion,  because  the 
success  of  Manitoba  and  the  west  is  of  first  importance  to  the 
whole  country."1! 

There  seems  no  doubt  at  all  that  Mackenzie  and  MannTs  political 
strength  in  western  Canada  was  not  based  only  on  campaign  funds  or 
other  favours  they  could  advance  to  individual  politicians.  Much 
more  important  was  the  fact  that  they  served  the  regional  railway 
needs  and  policies  of  western  Canada.  Through  the  Canadian  Northern 
prairie  governments  could  implement  their  own  regional  railway  policies. 

It  is  significant  that  at  every  subsequent  Royal  Commission 
inquiring  into  railway  affairs  the  railways  have  complained  of  the 
unduly  low  rates  they  are  compelled  to  grant  western  shippers.  A 
large  part  of  the  blame  or  credit  for  this  state  of  affairs  attaches 
directly  to  the  agreements  Mackenzie  and  Mann  made  with  various  prairie 
governments.  In  the  early  1900 »s  eastern  shippers  were  not  required  to 


1.  Hansard.  1901 ,  p.  5032-5033. 
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pay  higher  freight  rates  but  rate  reductions  at  that  time  were 
considerably  greater  in  western  than  in  eastern  Canada.  The  old 
Conservative  national  railway  policies  of  Macdonald  were  definitely 
revised  in  favour  of  the  West.  Mackenzie  and  Mann  were  the  prime 
instruments  of  western  railway  policies  which  made  this  possible. 

As  long  as  this  was  the  case,  their  political  position  in  Manitoba 
and  the  West  was  unassailable. 
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Chapter  IV  -  The  Challenge  of  the  Grand  Trunk  Pacific. 

1902  -  1903. 

1. 


The  consolidation  of  Mackenzie  and  Mannfs  position  in  western 
Canada  through  the  take  over  of  the  Northern  Pacific  lines  in  Manitoba 
laid  the  foundation  for  both  the  political  and  economic  development  of 
their  railway.  As  their  solicitor  was  later  to  observe,  the  1901  agree¬ 
ment  with  the  Manitoba  government  changed  the  Canadian  Northern  Railway 
from  a  boy  into  a  man.^ 

The  Canadian  Northern  did  not  achieve  manhood  any  too  soon. 

The  Northern  Pacific  lease  arrangements  had  barely  been  confirmed 
when  a  new  and  serious  challenge  to  the  very  existence  of  the  Canadian 
Northern  presented  itself.  The  challenge  came  from  the  Grand  Trunk 
Railway  which,  early  in  1902,  decided  to  extend  its  own  lines  west¬ 
ward  to  the  prairies  and  the  Pacific  coast. 

The  Grand  Trunk  Pacific  scheme  threatened  the  Canadian  Northern 
in  two  ways.  First  it  cut  heavily  into  the  political  and  financial 
support  the  promoters  could  expect  from  governments  and  particularly 
from  the  federal  government.  Secondly,  the  Grand  Trunk  openly  admitted 
its  ambition  to  take  over  the  Canadian  Northern,  much  as  it  had  earlier 
taken  over  the  Great  Western. 

The  fact  that  the  Canadian  Northern  survived  this  double  threat 
was  partly  due  to  obstinacy,  mismanagement  and  indecision  on  the  part 
of  both  the  Grand  Trunk  and  the  federal  government.  More  important, 
however,  was  the  fact  that  the  Canadian  Northern  held  a  strongly 


1.  Arbitration,  p.  2533. 
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entrenched  position  in  western  Canada  from  which  it  could  only  be  dis¬ 
lodged  with  great  difficulty.  Thanks  to  the  Manitoba  bond  guarantees 
and  the  concessions  made  to  obtain  them,  the  Canadian  Northern  enjoyed 
sufficient  political  support  and  achieved  a  measure  of  financial  inde¬ 
pendence  which  enabled  it  to  withstand  all  Grand  Trunk  attempts  to 
bully  or  starve  it  into  submission. 

The  fact  that  the  Canadian  Northern  did  survive  this  challenge, 
and  the  manner  in  which  it  survived,  had  very  serious  implications  for 
the  economic  development  of  Canada.  It  was  in  accordance  with  the 
optimistic  and  expansionist  spirit  of  the  time  that  the  Canadian  North¬ 
ern  should  survive  and  serve  western  Canada  in  the  manner  desired  by 
western  Canadians. 


2. 


The  Grand  Trunk  Railway,  which  had  long  been  cautious  or  indif¬ 
ferent  about  westward  expansion,  realized  late  in  1901  that  new  econ¬ 
omic  circumstances,  particularly  the  vigorous  federal  immigration  pro¬ 
gram,  were  changing  western  Canada  into  a  very  attractive  economic 
territory.  The  time  had  come  for  the  Grand  Trunk  to  reconsider  seri¬ 
ously  the  possibility  of  building  its  own  line  to  tap  the  developing 
traffic  resources  of  western  Canada.  The  election  of  Charles  Rivers 
Wilson  to  the  chairmanship  of  the  London  Board  of  Directors  in  1901 
and  the  return  of  Charles  Melville  Hays  as  General  Manager  of  the  Grand 
Trunk  later  the  same  year  marked  the  beginning  of  new  expansionist 
Grand  Trunk  policies. 

Wilson  shared  the  growing  optimism  of  many  of  his  countrymen 
about  western  Canadian  development  while  Hays,  the  boisterous  and  often 
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reckless  expansionist,  had  long  urged  westward  extensions  of  the  Grand 
Trunk.  He  had  been  general  manager  of  the  Grand  Trunk  from  1896  to 
1900,  but  had  returned  to  his  native  United  States  to  become  President 
of  the  Southern  Pacific.  The  prospect  of  directing  the  westward  expan¬ 
sion  of  the  Grand  Trunk  and  a  very  good  salary  brought  him  back  as  gen¬ 
eral  manager  of  the  Grand  Trunk  in  1901.  At  his  insistent  urging  and 
with  the  general  approval  of  Wilson,  the  Grand  Trunk  turned  its  eyes 
westward. 

One  of  the  first  things  both  Wilson  and  Hays  saw  when  looking  west¬ 
ward  was  the  Canadian  Northern.  Both  were  busy  evaluating  and  analysing 
Mackenzie  and  MannTs  railway  schemes  long  before  they  officially  indic¬ 
ated  their  interest  in  westward  expansion  to  the  federal  government. 

As  early  as  March,  1902,  Wilson  wrote, 1  J,From  what  I  have  heard  of  these 
people  (Mackenzie  and  Mann) ,  the  work  they  have  already  done  and  the 
work  they  are  likely  to  do  in  the  future,  I  believe  they  may  be  valu¬ 
able  allies.”^ 

Hays  too  saw  the  Canadian  Northern  lines  as  useful  and  complemen¬ 
tary  to  Grand  Trunk  plans,  but  from  the  beginning,  he  believed  the  Can¬ 
adian  Northern  should  become  an  integral  part  of  the  Grand  Trunk  scheme. 
»»My  own  pref erenceJ? ,  he  wrote,  nwould  be  the  acquisition  of  a  control¬ 
ling  interest  in  the  Canadian  Northern  line,  either  by  purchase  of  a 
majority  of  the  stock  by  the  Grand  Trunk  Railway,  or  by  the  formation 
of  a  syndicate  which  should  do  so  in  the  interest  of  this  Company  and 
should  vigorously  pursue  the  extensions  of  the  line  through  to  the 
Coast. 5,2  He  assured  Wilson  that  the  Canadian  Northern  was  likely  to 


1.  Wilson  to  Hays,  20  March,  1902;  Hays  Papers,  Vol.  1,  p.  1. 

2.  Hays  to  Wilson,  14  April,  1902;  Ibid.,  pp.  6-7. 
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agree  to  such  self-effacing  schemes.  "The  firm  named  (Mackenzie,  Mann 
and  Co.  Ltd.)  are  not  building  the  road  for  purposes  of  operation,  but 
for  the  subsidies  involved  and  for  the  profit  they  can  make  at  a  sub¬ 
sequent  disposal  of  their  lines  to  other  parties.  If  this  view  is 
correct,  the  line  will  doubtless  be  built  on  a  basis  that  affords  the 
greatest  profit  and  with  much  less  regard  to  economy  and  advantage  in 
subsequent  operation  than  would  be  the  case  were  we  directing  the 
construction  ourselves. 

The  matter,  as  it  appeared  to  Hays,  required  quick  action.  Wilson 

did  not  share  the  same  enthusiasm  for  the  immediate  acquisition  of  the 

o 

Canadian  Northern.  He  had  met  Mackenzie  in  the  early  months  of  1902 
when  the  latter  was  in  London  to  sell  the  1901  issue  of  provincially 
guaranteed  bonds.  Mackenzie  had  enjoyed  very  considerable  success  in 
marketing  these  securities  and  had  shown  no  great  interest  in  Wilson* s 
guarded  suggestions  of  a  possible  Grand  Trunk  take  over. 

Mackenzie  did  indicate  to  Wilson  that  he  was  very  much  interested 
in  negotiating  a  mutually  advantageous  traffic  arrangement  and  inter¬ 
change  with  the  Grand  Trunk.  This,  of  course,  would  strengthen  the 
Canadian  Northern  position  in  western  Canada  and  that  of  the  Grand 
Trunk  in  eastern  Canada.  It  would  also  delay  and  perhaps  prevent 
Grand  Trunk  expansion  into  western  Canada.  Wilson,  reflecting  the 
more  cautious  attitude  of  the  London  shareholders,  tended  to  favour 
the  idea  of  an  alliance  with  the  Canadian  Northern.  Hays,  however, 
would  have  none  of  it.  He  wanted  control  and  a  complete  take  over 
of  the  Canadian  Northern. 


1.  Ibid.,  pp.  4-5. 

2.  Wilson  to  Hays,  4  February,  1903;  Ibid.,  p.  81. 
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Mackenzie  obviously  did  not  respond  as  Hays  had  hoped  and  he 
began  to  think  of  ways  and  means  of  applying  pressure.  One  of  the 
financiers  prominently  associated  with  the  early  Grand  Trunk  Pacific 
plans  for  westward  expansion  was  George  Cox,  President  of  the  Canadian 
Bank  of  Commerce.  Mackenzie  and  Marm  had  very  extensive  dealings  with 
this  bank  which  often  advanced  them  funds  on  the  security  of  unsold 
railway  bonds.  Hays  consulted  with  Cox  about  the  possibility  of  using 
the  bank  to  exert  pressure  on  the  promoters  of  the  Canadian  Northern, 
should  this  prove  necessary.  Cox  was  not  encouraging. 

uHe  (Cox)  states  that  while  originally  the  Canadian  Bank  of 
Commerce  of  which  he  is  President,  had  made  very  considerable  advances 
on  the  securities  of  the  Canadian  Northern  Road  in  regard  to  which 
they  had  felt  considerable  anxiety,  the  favourable  terms  obtained  by 
the  Canadian  Northern  from  the  Manitoba  Government  in  connection  with 
the  lease  of  that  portion  of  their  lines  formerly  belonging  to  the 
Northern  Pacific,  had  so  much  bettered  the  credit  of  the  Canadian 
Northern  that  they  had  been  enabled  to  sell  their  bonds  and  finance 
their  company  in  a  way  that  had  relieved  the  Bank  of  Commerce  so  that 
now  the  latter  had  no  hold  of  any  kind  upon  them.**! 

Havs  also  tried  to  sound  out  Mackenzie  and  Mann  on  what  value 

c/ 

they  placed  on  the  common  stock  of  their  railway.  He  got  nothing  more 
than  an  indirect  repljr  that  they  considered  the  $25,000,000. equity  cap¬ 
ital  to  be  worth  par  but  that  they  were  not  interested  in  selling  at 
any  price. ^  By  September  of  1902,  their  position  was  clear  to  both 
Hays  and  Wilson.  It  was  equally  clear  to  Mackenzie  and  Mann  that  the 
Grand  Trunk  had  designs  on  their  road. 

Hays  knew  that  Mackenzie  and  Mann’s  plans  for  1902  centered  on 
the  extension  of  their  railway  to  Edmonton. ^  For  this  they  required 


1.  Hays  to  Wilson,  IB  September,  1902;  Ibid. ,  Vol.  1,  p.  15. 

2.  Hays  to  Wilson,  IB  November,  1902;  Ibid..  Vol.  1,  p.  47. 

3.  The  construction  of  the  Canadian  Northern  line  to  Edmonton  is 
dealt  with  in  more  detail  in  the  following  chapter. 
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substantial  assistance  from  the  federal  government  which  still  had 
responsibility  for  transportation  facilities  in  the  territories.  Hays 
was  confident  that  he  could  persuade  the  federal  government  to  give  its 
aid  to  a  Grand  Trunk  backed  road  rather  than  to  Mackenzie  and  Mann. 

He  felt  that  the  Canadian  Northern  could  be  starved  into  submission 
if  the  Grand  Trunk  took  concrete  steps  to  build  its  own  road.  Con¬ 
sequently  both  he  and  Cox  began  to  urge,  "That  there  should  be  a  company 
organized  and  application  made  at  the  next  session  of  Parliament  for  a 
charter  to  build  a  railway  from  a  connection  with  the  Grand  Trunk  Rail¬ 
way  to  the  Pacific  Coast  on  practically  the  same  route  as  that  contem¬ 
plated  by  Messrs.  Mackenzie  and  Mann,  the  provisional  Board  of  Directors 
of  this  company  to  consist  of  prominent  men  in  Ontario  whose  names 
would  give  weight  to  the  enterprise  and  that  this  company  should  pro¬ 
ceed  regardless  of  Messrs.  Mackenzie  and  Mann.1 2 

Mackenzie  and  Mann  were  unwilling  to  yield  to  friendly  persuasion. 
Hays  had  no  fear  of  waging  open  warfare  against  them.  He  was  certain 
they  could  be  brought  to  terms  in  short  order. 

"If  the  Grand  Trunk  Railway  or  a  railway  organized  in  its  be¬ 
half  will  undertake  within  a  certain  time  and  upon  definite  promise 
as  to  the  subsidies,  concessions,  etc.  to  build  a  line  from  North 
Bay  to  the  Pacific  Coast,  there  is  no  question  but  that  it  would  be 
hailed  with  great  satisfaction  by  the  people,  and  the  moment  we 
should  commence  to  do  this,  the  importance  of  Messrs.  Mackenzie  and 
Mann  as  a  factor  in  the  situation  would  at  once  cease  and  the  subsid¬ 
ies,  concessions,  etc.,  that  they  would  otherwise  obtain,  would  be 
given  to  the  new  Company.  Messrs.  Mackenzie  and  Mann  would  also  be 
placed  in  a  position  where  they  would  come  to  us  to  open  negotiations 
for  the  sale  of  their  line  to  the  Grand  Trunk  Railway  Company  which 
they  are  unwilling  to  do  now  except  at  an  unreasonable  price. "2 

Wilson  and  the  London  Board  were  not  entirely  convinced  and  still 


1.  Hays  to  Wilson,  18  September,  1902;  Ibid. ,  pp.  15-16. 

2.  Hays  to  Wilson,  22  October,  1902;  Ibid. ,  pp.  31-36. 
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hoped  to  arrive  at  some  kind  of  joint  arrangement  with  the  Canadian 
Northern.  They  nevertheless  gave  Hays  and  his  Canadian  associates 
permission  to  memorialize  the  Canadian  government  for  aid  for  a  Grand 
Trunk  extension  to  the  Pacific  Coast.  This  memorial  was  presented  to 
Prime  Minister  Laurier  on  2  November,  1902,  by  Hays,  Cox  and  William 
Wainwright.  In  return  for  construction  of  a  railway  to  the  Pacific 
Coast,  they  asked  for  (a)  a  cash  subsidy  of  $6,400.  per  mile  and  5,000 
acres  of  land  per  mile,  (b)  a  mail  transportation  contract  similar  to 
that  of  the  C.  P.  R.,  (c)  all  rails  and  materials  to  be  admitted  to 
Canada  duty  free,  (d)  freedom  from  taxation  at  all  three  levels  of 
government  for  20  years  on  the  railway’s  lands  and  in  perpetuity  on 
all  other  property  of  the  new  railway.  No  rate  reductions  or  any 
governmental  control  over  rates  on  the  new  railway  were  mentioned.^ 

These  first  proposals  were  certainly  not  acceptable  to  the 
federal  government  and  would  have  been  totally  unacceptable  to  west¬ 
ern  Canada.  Land  grants  to  railways  were  in  bad  repute,  the  tax 
exemptions  were  certain  to  arouse  vigorous  protests  in  the  areas 
immediately  affected,  while  duty  exemptions  would  antagonize  eastern 
manufacturers.  The  federal  government  quickly  demonstrated  that  it 
had  learned  the  lessons  of  railway  politics  as  taught  by  western  reactions 
to  the  C.  P.  R.  charter  somewhat  better  than  the  Grand  Trunk.  There 
was  never  any  doubt  in  Laurier’ s  mind  that  the  aid  to  be  granted  to  a 
second  transcontinental  railway  would  be  quite  different  from  that 
granted  the  Canadian  Pacific. 

The  first  Grand  Trunk  proposals  were  rejected,  but  they  provided 


1.  Cox,  Hays  and  Wainwright  to  Laurier,  2  November,  1902;  Laurier 
Papers ,  pp.  67867-67889. 
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a  basis  for  further  negotiations.  The  federal  government  indicated 
its  interest  and  willingness  to  assist  in  the  construction  of  a  second 
transcontinental  railway.  Laurier  in  particular  was  enthusiastic  about 
a  Grand  Trunk  line  to  the  Pacific. 

3. 

The  federal  reaction  to  the  Grand  Trunk  proposals  of  1902  clearly 
indicated  that  a  second  and  somewhat  different  approach  by  the  railway 
was  required.  Hays  accordingly  prepared  a  second  proposal  which  he 
presented  to  Laurier  in  February,  1903.  In  it  he  offered  to  build  the 
railway  for  a  $16,400.  per  mile  cash  subsidy  and  a  $15,000.  per  mile 
bond  guarantee,  the  bonds  to  rank  after  a  $10,000.  per  mile  first 
mortgage  issue  the  company  planned  to  bring  out.-1 2-  In  this  proposal 
Hays  again  said  nothing  about  rate  reductions,  rate  controls  or  arrange¬ 
ments  with  the  Canadian  Northern,  and  did  not  offer  the  full  financial 

o 

backing  of  the  Grand  Trunk  Railway  for  the  new  project. 

Hays  nevertheless  believed  that  this  proposal  would  receive 
favourable  consideration  from  the  federal  government.  His  actions  were 
based  on  three  main  assumptions.  'These  were  that  his  project  would 
receive  overwhelming  if  not  unanimous  support  by  the  Laurier  govern¬ 
ment;  this  in  turn  would  divert  all  or  at  least  iriost  federal  aid  from 


1.  Hays  to  Laurier,  9  February  1903;  Ibid. .  pp.  70057-70059. 

2.  The  question  of  Grand  Trunk  backing  for  the  new  railway  was  the 
subject  of  long  negotiations.  The  London  directors  were  loath  to 
pledge  the  credit  of  the  parent  company  to  the  success  of  the  new 
and  untried  subsidiary.  Eventually  full  Grand  Trunk  backing  was 
obtained  but  there  is  evidence  that  in  pledging  this  credit,  Hays 
acted  against  rather  than  in  accord  with  the  wishes  of  the  London 
Board . 
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Canadian  Northern  projects;  and  this  would  quickly  induce  Mackenzie 
and  Mann,  whom  Hays  regarded  only  as  railway  promoters  and  not  as  rail¬ 
way  operators,  to  sell  their  railway  to  the  Grand  Trunk.  All  this. 

Hays  believed,  could  be  achieved  even  if  his  railway  refused  to  grant 
concessions  similar  to  those  already  granted  or  being  offered  by 
Mackenzie  and  Mann  in  their  bid  for  government  aid. 

Unfortunately  Hays  quite  misread  the  railway  situation.  His  best 
laid  plans  were  quickly  wrecked  by  cabinet  disunity,  the  strongly 
entrenched  position  of  the  Canadian  Northern  in  western  Canada,  and 
Mackenzie  and  Mann’s  determination  not  only  to  build  but  also  to 
operate  their  railway. 

The  disunity  in  the  cabinet  on  the  question  of  the  Grand  Trunk 
Pacific  became  obvious  very  quickly.  Laurier  responded  enthusiastic¬ 
ally  to  Hays’  proposals^  and  remained  throughout  the  ensuing  negotia¬ 
tions  and  cabinet  alignments  the  most  ardent  supporter  of  the  Grand 
Trunk  Pacific  in  the  cabinet.  He  was,  however,  faced  with  serious 
opposition  from  a  number  of  his  cabinet  colleagues. 

The  most  determined  opposition  came  from  the  advocates  of  government 
ownership  of  railways.  A.  G.  Blair,  the  Minister  of  Railways  and  Canals, 
was  the  chief  spokesman  of  this  policy  although  several  maritime  and 
prairie  members  were  favourable.  These  men  felt  that  if  the  government 
was  required  to  supply  most  of  the  money  and  underwrite  most  of  the 
risks  involved  in  building  new  railways,  it  should  also  reap  the  bene¬ 
fits  of  public  ownership.  They  never  stated  with  great  clarity  whether 
they  expected  these  benefits  to  be  primarily  financial  or  political. 

Almost  immediately  after  the  first  Grand  Trunk  Pacific  proposals 


1.  Hays  to  Wilson,  24  October,  1902;  Hays  Papers,  pp.  37-39. 
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were  received  Blair  drafted  a  lengthy  memorandum  on  the  railway 
question  and  sent  it  to  Laurier.  In  it  he  offered  a  strong  defence  of 
the  policy  of  government  ownership.  He  held  up  the  record  of  the 
Intercolonial  as  an  illustration  of  the  merits  of  such  a  policy. 

"The  main  object  to  be  attained  in  railway  administration  is 
the  highest  efficiency  at  the  lowest  cost.  The  Intercolonial  has 
come  closer  to  that  point  than  any  other  railway  in  Canada,  and  if 
other  than  high  State  considerations  had  influenced  its  location, 
it  would  be  now  enjoying  a  most  successful  career.  Politics  have 
never  seriously  hurt  the  Government  railway  since  it  has  been  in 
operation.  The  deadliest  blow  ever  dealt  to  the  railway  through 
politics  was  when  its  present  location  between  Moncton  and  Levis 
was  decided  upon.  Politics  can  never  inflict  equally  serious 
damage  again  except  by  operating  against  the  proper  extension  of 
the  Intercolonial  Railway  and  preventing  the  absorption  of  desir¬ 
able  branches  as  feeders  for  the  main  line".-1- 

Blair  then  went  on  to  recommend  that  the  Intercolonial  Railway 
be  extended  to  Georgian  Bay  by  a  government  purchase  of  J.  R.  Booth* s 
Canada  Atlantic  Railway  which  was  known  to  be  up  for  sale.  At  Georgian 
Bay  ports  he  expected  traffic  interchanges  and  agreements  between  the 
Canadian  Northern  and  the  Intercolonial  which  would  give  the  Inter¬ 
colonial  all  the  traffic  originating  on  the  Canadian  Northern  and 
Canada  Atlantic  lines.  This  would  render  operations  on  the  Inter¬ 
colonial  profitable.  The  arrangement  would,  of  course,  also  be  to  the 
advantage  of  the  Canadian  Northern  which  would  obtain  a  strong  eastern 
connection. 

As  a  bonus  such  an  arrangement  would  silence  much  of  the  Ontario 
criticism  of  the  Intercolonial  which,  Blair  argued,  had  arisen  "because 
no  considerable  section  of  the  people  (of  Ontario)  has  any  direct 


1.  Confidential  Memorandum  of  the  Minister  of  Railways  and  Canals 
upon  certain  Railway  Questions,  p.  8.  A  copy  of  this  memorandum 
is  available  in  both  the  Laurier  Papers  and  the  Borden  Papers. 
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friendly  interest  in  the  railway.  Of  corruption  and  waste  on  the 
Intercolonial,  Blair  professed  complete  ignorance  although  he  claimed 
to  have  investigated  the  matter  thoroughly. 

This  memorandum  is  an  interesting  document  since  it  so  blithely 
and  blatantly  ignored  or  denied  one  of  the  most  widely  held  political 
beliefs  of  the  period;  that  the  Intercolonial  was  poorly  run  and  patron¬ 
age  ridden.  It  reflected  Blair’s  firm  belief  in  the  public  ownership  of 
railways  but  his  colleagues  never  took  his  arguments  seriously.  Stories 
were  circulated  that  a  man  writing  this  kind  of  memorandum  must  be  in  the 
pay  of  the  Intercolonial  and  possibly  of  the  Canadian  Northern  as  well. 

Laurier  disagreed  sharply  with  Blair  on  the  subject  of  public 
ownership  of  railways  and  frequently  expressed  his  views.  At  one 
point  he  wrote  with  great  clarity, 

,!The  Government’s  operation  of  railways  in  this  country  has  not 
been  successful,  and,  I  very  much  fear,  cannot  be  made  successful, 
except  under  different  conditions  which  have  not  yet  arisen.  There 
is  at  present  a  supreme  consideration,  superior  to  all  others,  against 
the  acquisition  by  the  Government  of  Canadian  railways;  those  railways 
would  have  to  compete  with  railways  managed  by  keen  and  ambitious  men 
whose  chief  preoccupation  is  to  take  traffic  away  from  their  rivals, 
and  are  always  planning  and  thinking  over  that  object.  For  the  Govern¬ 
ment  to  own  the  railways  of  this  country  and  to  have  to  enter  into 
competition  with  American  railways  would  mean  one  thing,  and  that, 
disaster,  which  would  certainly  follow  in  the  end.”2 

Obviously  Laurier  and  his  Minister  of  Railways  and  Canals  did 
not  view  the  subject  in  the  same  light  and  when  he  received  the  Grand 
Trunk  proposals,  Laurier  had  a  difficult  decision  to  make.  If  he 
entrusted  the  Grand  Trunk  negotiations  to  the  Minister  of  Railways 
and  Canals,  who  should  have  conducted  them  but  who  was  in  basic  dis- 


1.  Ibid. .  p.  9. 


2.  Laurier  to  Lighthall,  2  February,  1905;  Laurier  Papers,  pp.  94248- 
94249. 
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agreement  with  the  whole  proposition,  a  successful  arrangement  with 
the  railway  seemed  remote.  Laurier  was  enthusiastic  about  the  Grand 
Trunk’s  western  plans  and  wanted  the  negotiations  carried  to  a  success¬ 
ful  conclusion.  He  therefore  decided  to  carry  the  negotiations  him¬ 
self,  deliberately  bypassing  Blair  and  keeping  him  in  ignorance  of 
the  details  and  progress  of  the  negotiations. 

Several  historical  works  dealing  with  the  Grand  Trunk  Pacific 
negotiations  attribute  Laurier1 2 s  decision  to  bypass  his  Minister  of 
Railways  and  Canals  to  grave  suspicions  about  Blair’s  railway  activ¬ 
ities.  0.  D.  Skelton  suggests, 

"This  ignoring  of  the  Minister  of  Railways  in  framing  a  railway 
policy  required  an  explanation,  but  the  explanation  was  not  the  one 
Mr.  Blair  supplied.  'The  reason  for  thus  ignoring  him  in  the  earlier 
stages  and  the  ultimate  reason  for  the  retirement  was  simply  that  in 
view  of  the  character  and  ambitions  of  some  of  the  men  who  had  made 
Mr.  Blair  their  friend.  Sir  Wilfrid  was  not  prepared  to  confide  to 
him  the  power  to  determine  the  general  question  of  policy  or  the 
privilege  of  allotting  or  guiding  any  contract  that  might  require 
to  be  let.  He  was  determined  that  there  would  be  no  Pacific 
scandal.’’^ 

This  interpretation,  however,  stands  in  need  of  careful  review. 

At  the  very  time  when  Laurier  was  making  the  decision  to  bypass  Blair 
in  the  G.  T.  P.  negotiations,  he  assured  the  Governor  General  that  he 
had  received  no  concrete  evidence  of  corrupt  actions  by  either  Blair 
or  Sifton.^  The  circumstances  of  Blair’s  resignation,  his  appointment 


1.  0.  D.  Skelton,  The  Life  and  Letters  of  Sir  Wilfrid  Laurier.  Vol.  2, 
Toronto,  1921,  p.  190.  Both  Stevens  and  Glazebrook,  as  well  as 
Joseph  Schull  in  his  recent  biography  of  Laurier,  offer  the  same 
interpretation  but  produce  little  concrete  evidence  in  its  support. 
They  apparently  accepted  Skelton  rather  uncritically. 

2.  Memo  of  a  meeting  of  Lord  Minto  with  Laurier,  20  October,  1902; 
Minto  Papers .  Vol.  2,  pp.  20-21. 
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to  the  Board  of  Railway  Commissioners,  and  later  the  appointment  of 
his  close  associate  to  the  Public  Works  ministry  all  refute  the  con¬ 
tention  that  a  fear  of  scandal  was  the  main  reason  for  bypassing  Blair, 
as  does  much  of  the  available  documentation  on  the  subject. 

The  real  reason  why  Blair  was  ignored  is  the  very  simple  one 
that  he  was  not  an  appropriate  negotiator  because  he  strongly  advo¬ 
cated  government  ownership  of  railways.  Laurier  later  argued  that 
these  negotiations  were  of  such  great  importance  and  had  such  far  reach¬ 
ing  effects  that  they  should  properly  be  dealt  with  by  the  Prime  Min¬ 
ister.  This  was  undoubtedly  Laurier’ s  right,  as  it  was  undoubtedly 
Blair’s  duty  to  resign  when  it  became  evident  that  his  policies  were 
in  sharp  disagreement  with  those  of  the  Prime  Minister.  The  lengthy 
memoranda  that  accompanied  Blair’s  resignation  and  Laurier ’s  replies 
to  them  fully  document  the  wide  ideological  rift  between  the  Prime 
Minister  and  his  Minister  of  Railways  and  Canals.^-  Blair’s  resigna¬ 
tion  documented  the  fact  that  the  government  had  decided  against 
government  ownership  of  the  new  railways  Canada  needed. 

Opposition  to  the  original  Grand  Trunk  proposals  also  came  from 
those  who  were  generally  sjonpathetic  to  the  Canadian  Northern  and  its 
manner  of  operation.  Clifford  Sifton  was  the  chief  spokesman  of  this 
group  which  drew  strong  support  from  western  Canada  as  well  as  from 
the  advocates  of  Intercolonial  expansion.  Sifton  lacked  Blair’s 
implicit  faith  in  the  merits  of  government  ownership  but  was  not 
overtly  hostile  to  the  idea.  It  was  fairly  popular  in  the  west  and 
had  helped  Hugh  John  Macdonald  defeat  Thomas  Greenway ’s  Liberals  in 


1.  Blair  to  Laurier,  10  and  13  July,  1904;  Laurier  Papers,  Vol.  272, 
pp.  74954-74962  and  74963-74969. 
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1899.  But  in  1902  and  1903  bond  guarantees  with  conditions  of  rate 
control  by  the  government  seemed  more  attractive.  These  carried  the 
main  benefits  of  government  ownership  but  not  the  disadvantages  of 
direct  construction  costs  to  be  borne  by  the  government  or  of  political 
involvement  of  the  government  in  the  operational  aspects  of  the  railway. 

Sifton  had  been  the  first  advocate  of  this  plan  in  Manitoba  and 
regarded  the  agreements  between  the  Manitoba  government  and  the  Can¬ 
adian  Northern  as  highly  successful.  The  plan  was  working  very  well 
in  Manitoba.  Mackenzie  and  Mann,  moreover,  were  willing  and  eager  to 
enter  similar  agreements  for  new  construction  in  other  provinces  or 
territories.  Similar  concessions  were  offered,  for  example,  when 
they  applied  for  federal  aid  for  the  extension  of  their  lines  to 
Edmonton. -L  The  plan  was  not  acceptable  to  the  Grand  Trunk.  Thus 
Sifton  became  one  of  the  Canadian  Northern1 2 s  strongest  supporters  in 
the  cabinet.  He  was  suspicious  and  sometimes  openly  hostile  to  the 
Grand  Trunk. ^  He  never  completely  made  up  his  mind  about  the  railway 
policy  he  wanted,  except  that  the  Canadian  Northern  agreements  were  of 
great  benefit  to  the  West  and  that  that  railway  should  be  given  sub¬ 
stantial  federal  aid  in  western  Canada.  At  times  he  urged  Laurier  to 
break  off  all  negotiations  with  the  Grand  Trunk  and  to  build  a  railway 


1.  Frank  Oliver,  Walter  Scott,  James  M.  Douglass,  to  Laurier,  (1903?) 
Laurier  Papers .  Vol.  218.  pp.  61217-61222. 

2.  After  formally  breaking  his  associations  with  the  Laurier  govern¬ 
ment,  Sifton  said  of  Hays,  S,I  have  never  known  so  coldblooded  a 
raider  of  the  treasury  as  the  man  who  is  in  charge, ?*  Sifton  to 
Dafoe,  9  January,  1912;  Sifton  Papers .  Vol.  199.  pp.  158133- 
158134.  Of  the  Grand  Trunk  Pacific  he  wrote,  ,TSo  far  as  I  am 
able  to  judge  the  G.  T.  P.  never  keeps  its  word.  If  it  does, 

I  have  never  known  the  case.*'  Sifton  to  Dafoe,  21  November,  1912; 
Ibid.,  p.  158133. 
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link  between  Winnipeg  and  Sudbury  by  government  commission.1  At  other 
times  he  was  prepared  to  leave  the  construction  of  this  necessary  link 
to  the  Grand  Trunk,  provided  that  railway  would  negotiate  a  perpetual 
traffic  contract  with  the  Canadian  Northern  which  would,  “ensure  the 
Grand  Trunk  getting  an  the  business  of  the  Canadian  Northern  from  the 
West,  and  would  ensure  the  Canadian  Northern  getting  all  the  business 
of  the  Grand  Trunk  from  the  East.’’^ 

The  consistent  element  in  Sifton* s  policy  was  that  the  western 
portion  of  Canada* s  second  transcontinental  railway  should  be  left  in 
the  hands  of  the  Canadian  Northern.  He  was  opposed  to  any  forced 
acquisition  of  the  Canadian  Northern  by  the  Grand  Trunk  and  would  prob¬ 
ably  have  resigned  if  Laurier  had  decided  to  cut  off  all  federal  aid  to 
the  western  railway. 

Sifton  considered  the  building  of  two  new  transcontinental  rail¬ 
ways  excessive  but  as  a  westerner  was  unable  to  prevent  it.  It  was 
politically  inexpedient  to  advocate  the  construction  of  only  one  new 
railway  system  in  western  Canada  when  there  was  a  distinct  possibility 
of  having  two.  Neither  Sifton  nor  his  western  supporters  would  exchange 
the  Canadian  Northern  for  the  Grand  Trunk  Pacific  but  many  westerners 
were  very  happy  to  have  both  railways. 

Further  complicating  the  situation  was  the  fact  that  several 
influential  cabinet  ministers  had  already  committed  themselves  to 
assisting  the  Canadian  Northern  with  a  $13,000.  per  mile  bond  guarantee 

1.  Sifton  to  Laurier,  21  February,  1904;  Laurier  Papers,  pp.  82781- 

82782. 

2.  Memorandum  respecting  the  Grand  Trunk  Pacific  Railway,  20  March, 
1903;  Sifton  Papers,  Vol.  292,  pp.  264-269. 
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for  the  Edmonton  line.-1  This  promise  could  only  be  rescinded  with 
great  difficulty.  Once  granted  this  aid,  added  to  the  provisions  of 
the  Manitoba  agreements,  provided  Mackenzie  and  Mann  with  the  necessary 
finances  to  carry  on  for  another  year  or  two,  thereby  upsetting  all 
Hays’  plans. 

After  the  Grand  Trunk  Pacific  proposals  were  submitted  to  the 
cabinet  and  it  became  clear  that  the  federal  government  would  definitely 
grant  some  kind  of  assistance  to  one  or  more  new  transcontinental  rail¬ 
ways  the  Ontario  and  Quebec  members  began  to  suggest  very  substantial 
enlargements  of  the  original  North  Bay  to  the  Pacific  scheme.  Each 
began  to  voice  the  claims  of  his  own  section.  Old  Liberal  objections 
to  all  government  aid  to  railways  gave  way  to  demands  for  aid  to  new 
railways  in  every  province.  An  assisted  road  from  Sudbury  or  North 
Bay  to  the  Pacific  Coast  would  be  of  relatively  little  value  to  the 
people  living  east  of  North  Bay,  but  could  cost  them  a  great  deal. 

Quebec  members  in  particular,  already  alarmed  by  SiftonTs  vigorous 
immigration  program  and  the  vanishing  prospect  of  a  racial  and  ethnic 
balance  between  French  and  English  in  western  Canada,  began  to  see 
excellent  settlement  and  pioneering  opportunities  in  their  own  undevel¬ 
oped  areas.  Laurier  shared  his  Quebec  colleagues’  enthusiasm  for  a 
vigorous  immigration  scheme  for  northern  Ontario  and  Quebec.  It  was 
considered  axiomatic  that  railways  were  a  prerequisite  of  successful 
settlement.  A  railway  running  almost  due  west  from  Quebec  City  and 
opening  up  new  country  in  northern  Quebec  and  Ontario  began  to  gain 
favour  and  it  soon  became  apparent  that  eastern  politicians  would 


1.  Wilson  to  A.  S.  W.,  6  March,  1903;  Hays  Papers,  p.  99. 
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only  support  the  new  Grand  Trunk  Pacific  project  if  it  were  substan¬ 
tially  enlarged. 

The  Maritimers,  never  backward  about  recognizing  the  political 
benefits  of  a  new  railway,  soon  began  to  see  merit  in  extending  the 

• 

proposed  railway  not  only  to  Quebec  City  but  all  the  way  to  the  Atlantic 
Coast.  Otherwise,  many  argued,  the  unfortunate  location  and  operational 
inefficiency  of  the  Intercolonial  would  still  compel  many  shippers  to 
send  their  winter  traffic  to  American  ports.  The  representatives  of 
Maritime  ports  were  always  very  nationalistic  in  matters  of  this  kind 
and  it  did  not  escape  their  attention  that  the  eastern  port  of  the 
Grand  Trunk  was  Portland,  Maine,  and  that  it  was  likely  to  remain 
that  way  unless  a  better  rail  connection  with  Quebec  City  were  ob¬ 
tained.  Extension  of  the  new  railway  to  the  Atlantic  seemed  the 
logical  solution.  Since  the  opening  of  new  territories  was  to  be  the 
main  contribution  of  the  new  railway,  arguments  about  the  benefits  of 
opening  new  territory  in  New  Brunswick  also  flourished. 

As  a  result,  the  original  proposals  of  the  Grand  Trunk  rapidly 
grew  larger  and  larger  and  Hays  had  some  rather  bitter  comments  after 
one  of  the  hearings  of  the  Standing  Committee  on  Railways,  Canals  and 
Telephone  Lines.  "Members  obviously  appeared  far  more  interested  in 
increasing  local  rail  facilities  than  in  the  viability  of  the  entire 
project 

Hays  and  other  Grand  Trunk  officials  were  not  enthusiastic  about 
this  enlargement  of  their  scheme.  They  saw  little  value  in  a  line  to 

1.  Memo  on  the  Proceedings  of  the  Select  Standing  Committee  on  Rail¬ 
ways,  Canals,  and  Telephone  Lines,  held  on  7  May,  1903;  Hays  Papers, 

Vol.  1,  pp.  117-146. 
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Quebec  City,  much  less  in  one  to  the  Atlantic.  Hays,  despite  giving 
evidence  to  the  contrary  before  the  Standing  Committee,  was  convinced 
that  Portland,  Maine,  would  remain  the  most  economical  Atlantic  port 
for  the  Grand  Trunk.  As  an  ex-American,  he  had  little  sympathy  with 
any  form  of  Canadian  economic  nationalism  which  might  force  the  traf¬ 
fic  of  his  road  into  other  than  the  most  economical  channels. 

A  new  proposal,  first  enunciated  by  Postmaster  General  William 
Mulock  of  Ontario,  began  to  take  shape.  Mulock  suggested  that  a  new 
line  from  Winnipeg  to  Quebec  City  be  built  by  government  commission. 
He  recommended  that  this  railway  be  operated  by  the  Intercolonial  but 
serve  as  a  common  carrier  for  all  railways  engaged  in  east-west  trade. 
From  Winnipeg  westward  Mulock  recommended  that  federal  aid  be  granted 
the  Grand  Trunk  Pacific  but  that  federal  aid  to  the  Canadian  Northern 
be  also  continued.^ 

Laurier  was  unhappy  about  the  suggestion  of  bringing  the  Inter¬ 
colonial  into  the  scheme.  At  the  same  time  the  Maritime  members 
demanded  extension  of  the  railway  to  the  Atlantic.  To  accommodate 
these  demands  the  scheme  was  changed.  A  line  from  Winnipeg  to  Moncton 
would  be  constructed  by  government  commission  and,  once  constructed, 
turned  over  to  the  Grand  Trunk  Pacific  for  operational  purposes. 
Running  rights  for  other  western  railways,  notably  the  Canadian 
Northern,  were  to  be  ensured  on  the  government  built  road. 

Politically  this  policy  was  a  compromise  designed  to  give  as  much 
as  possible  to  all  the  factions  within  the  cabinet.  Laurier  was  sick 
during  the  final  negotiations  for  the  construction  of  the  National 


1.  Mulock  to  Laurier,  14  February,  1903;  Laurier  Papers,  pp.  70245- 
70252. 
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Transcontinental  and  provided  little  leadership.  He  ensured  that  the 
project  would  be  a  political  success.  He  lost  only  Blair,  and  this 
was  virtually  inevitable  in  view  of  the  strong  repugnance  Laurier  felt 
toward  Blair’s  suggestions  of  government  ownership.  Unfort unately 
Laurier  was  far  better  as  a  politician  than  a  businessman.  From  a  bus¬ 
iness  point  of  view,  the  Liberal  railway  policy  can  only  be  described 
as  a  disaster.  It  saddled  the  Grand  Trunk  with  a  long  stretch  of  line 
from  Winnipeg  to  Moncton  in  which  that  railway  had  very  little  interest 
and  which,  because  of  its  northerly  location,  had  very  few  significant 
connections  with  the  old  Grand  Trunk  system.  By  turning  actual  oper¬ 
ation  on  the  government  built  line  from  Winnipeg  to  Moncton  over  to 
the  Grand  Trunk,  the  federal  government  ensured  that  the  Grand  Trunk’s 
competitors,  notably  the  Canadian  Northern,  would  have  nothing  to  do 
with  the  scheme.  Mackenzie  and  Mann  immediately  began  planning  their 
own  transcontinental  route.  In  the  Maritimes  the  new  route  was  an 
improvement  over  that  of  the  Intercolonial,  and  for  precisely  that 
reason  ensured  further  losses  on  the  Intercolonial.  It  did  not,  how¬ 
ever,  ensure  that  Canadian  traffic  would  go  to  Canadian  Maritime  ports 
since  no  meaningful  penalties  were  provided  if  the  Grand  Trunk  continued 
to  use  Portland,  Maine.  From  the  beginning  Hays  intended  to  do  just 
that.  The  scheme  did  little  more  than  provide  as  many  railways  as 
possible  for  as  many  people  and  regions  as  possible,  but  without  any 
overall  plan  or  logic.  It  shortly  gave  rise  to  very  serious  problems, 
many  already  clearly  foreshadowed  in  the  negotiations  themselves, 
particularly  in  Canadian  Northern  reactions  to  these  negotiations. 
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4. 


In  1902  and  1903  Mackenzie  and  Mann  were  prepared  to  accept  Sifton’s 

plan  of  co-operation  between  the  Canadian  Northern  and  the  Grand  Trunk 

Railway.'*'  In  their  first  encounters  with  the  Grand  Trunk,  they  suggested 

traffic  interchanges  or  running  rights  agreements  with  the  eastern 
2 

system.  Such  an  arrangement  would,  of  course,  keep  the  Grand  Trunk  out 

of  western  Canada  and  was  therefore  not  acceptable  to  Hays,  although  his 

London  directors  were  inclined  to  view  the  suggestion  favourably.-^  Hays 

was  determined  to  gain  complete  control  of  the  whole  system  on  his  own 

terms  and  warned  Wilson  about  any  approaches  by  Mackenzie.  "He  will 

doubtless  call  to  see  you  or  some  of  our  Board  and  endeavour  to  impress 

upon  you  the  advisability  of  making  some  traffic  arrangement  or  otherwise 

that  will  have  Mackenzie  and  Mann  in  control  of  the  road,  but  I  hope 

they  will  make  no  progress  in  that  direction."^ 

An  important  meeting  between  the  two  railways  took  place  in  March 

1903,  allegedly  in  response  to  Laurierfs  attempts  to  bring  the  two 

together.  Hays  reported  to  Wilson. 

"They  (Mackenzie,  Mann  and  Lash  were  present  for  the  Canadian 
Northern)  started  out  with  the  declaration  that  they  did  not  intend 
to  go  out  of  the  railroad  business  and  while  they  were  not  averse 
to  some  combination  with  the  Grand  Trunk  they  would  only  favour 
an  arrangement  which  left  them  in  possession  of  the  stock  of  their 
company  and  in  a  position  where  they  might  derive  full  benefit  of 
its  future  value  which  they  believe  will  be  very  great ... Their  idea 
is  that  there  should  be  a  holding  or  operating  company  formed,  the 
directors  of  same  to  be  composed  of  representatives  from  the  Grand 
Trunk,  the  Canadian  Northern  and  the  Grand  Trunk  Pacific;  which 


1.  Hays  to  Wilson,  27  March,  1903;  Hays  Papers .  Vol.  1,  pp.  109-111 . 

2.  Wilson  to  Hays,  20  March,  1902;  Ibid. ,  p.  1. 

3.  Wilson  to  Hays,  6  October,  1902;  Ibid. .  pp.  25-26. 

4.  Hays  to  Wilson,  30  December,  1902,  Ibid. .  p.  71. 
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should  hold  in  trust  all  the  securities  as  at  present  existing  of  the 
Grand  Trunk  and  the  Canadian  Northern  and  those  proposed  to  be  issued 
by  the  Grand  Trunk  Pacific;  that  there  should  be  some  agreed  basis  of 
division  of  rates  on  the  traffic  interchanges  which  should  be  subject 
to  revision  and  as  changing  conditions  made  necessary,  and  that  the 
securities  of  each  company  should  receive  the  earnings  on  its  own 
portion  of  the  line,  being  responsible  also,  for  all  expenses  and 
charges  of  every  kind  pertaining  to  its  line,  and  that  the  stock  of 
any  new  road  or  branches  should  be  divided  on  some  agreed  basis  between 
all  parties  in  interest. 

Hays1  comment  on  this  proposal  left  no  doubt  about  his  position. 

**I  think  to  have  any  satisfactory  arrangement  at  all  we  should  hold  an 
absolute  control  of  the  property.11^  Mann  was  later  to  comment  on  these 
negotiations.  "They  refused  and  would  not  do  anything  but  buy  us  out. 

We  were  too  young  and  ambitious  to  sell  at  that  time."3 

Hays  as  well  as  Mackenzie  and  Mann  felt  that  the  key  to  any  suc¬ 
cessful  arrangement  or  joint  agreement  lay  very  largely  with  the  federal 
government.  Complete  withdrawal  of  federal  aid  would  almost  certainly 
be  disastrous  to  both  companies.  If  promises  of  such  aid  to  both  com¬ 
panies  had  been  made  conditional  upon  the  negotiation  of  a  suitable 
arrangement  or  if  the  federal  government  had  been  able  to  make  up  its 
own  mind  which  company  should  have  overall  control  there  is  little  doubt 
that  an  appropriate  arrangement  would  have  been  made. 

Cabinet  divisions  kept  each  side  hopeful  and  recalcitrant.  In  the 
meantime  each  sought  to  outdo  the  other  in  mapping  out  its  own  trans¬ 
continental  plans,  independent  of  the  ether  system. 

One  of  the  earliest  detailed  statements  of  Mackenzie  and  Mannfs 
transcontinental  plans  came  in  September  of  1903  when  they  submitted 


1.  Hays  to  Wilson,  27  March,  1903;  Ibid.,  pp.  109-110. 

2.  Ibid. ,  pp.  110-114. 

3.  Arbitration,  p.  2686. 
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applications  for  federal  aid  for  a  third  transcontinental  line.  In 
these  applications  the  G.  T.  P.  -N.  T.  R.  scheme  was  accepted. 

Mackenzie  and  Mann  also  indicated  a  willingness  to  accept  Conservative 
and  C.  P.  R.  suggestions,  which  were  evidently  discussed  in  some  depth 
with  Laurier,  that  the  C.  P.  R.  line  from  the  Lakehead  to  Sudbury  be 
made  a  common  carrier  for  all  who  wanted  to  make  the  necessary  running 
arrangements.^  This  would  enable  the  Canadian  Northern  to  obtain  run¬ 
ning  rights  on  either  the  National  Transcontinental  Railway  or  on  the 
C.  P.  R.,  thus  reducing  their  vulnerability  if  they  were  forced  to 
rely  only  on  running  rights  on  the  Grand  Trunk  controlled  National 
Transcontinental.  The  C.  P.  R.,  however,  was  unwilling  to  enter  such 
an  arrangement  with  only  the  Canadian  Northern, and  Mann  later  complained, 
"I  tried  many  times  to  make  a  satisfactory  arrangement  with  them  (the 
C.  P.  R.)  but  they  were  not  friendly  and  (I)  could  not  do  it.'*^ 

As  time  went  on  utterances  about  the  traffic  potential  of  west¬ 
ern  Canada  tended  to  become  ever  more  optimistic.  In  fact  the  railways 
began  to  argue  that  they  would  all  grow  richer  if  more  railways  were 
built. 

Van  Horne  was  probably  the  first  Canadian  railway  president  to 
predict  that  more  railways  would  only  serve  to  enrich  the  already  exist¬ 
ing  ones.  In  a  famous  New  York  speech  he  stated,  ”We  would  hail  with 
delight  a  parallel  route  from  Atlantic  to  Pacific  to  help  us  develop 

1.  See  memorandum  dated  4  September,  1903  from  Mann  and  6  September, 

1903  from  Mackenzie  to  Laurier;  Laurier  Papers.  Vol.  280,  pp.  76792- 
76796  and  76816-76817. 


2.  Arbitration,  p.  2683. 
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the  country.  There  is  enough  of  it  up  there  for  us  all.”1 2 3 

William  Mackenzie  was  not  far  behind.  ”Your  directors  wish  to 
refute  the  suggestion  which  has  been  made  in  some  quarters,  that  the 
Company  has,  or  will  have  serious  competition  to  contend  with.  There 
is  no  fear  of  anything  of  the  kind  occurring.  If  all  the  contemplated 
and  proposed  railway  schemes  in  Canada  should  be  carried  out,  they 
will  only  tend  to  increase  the  Company’s  traffic  by  opening  up  the 
country  and  facilitating  emigration.” 

The  behind  the  scenes  activities  of  the  railway  promoters  suggest 
that  their  optimism  was  not  quite  as  great  as  their  public  pronounce¬ 
ments  suggested.  Nevertheless  there  is  little  doubt  that  both  the 
Canadian  Northern  and  the  Grand  Trunk  Pacific  believed  they  could 
survive  even  if  they  failed  to  take  over  their  opponents. 

During  the  actual  negotiations,  the  Grand  Trunk  Pacific  officials 
tried  repeatedly  to  persuade  the  federal  government  to  cut  off  all  aid 
to  the  Canadian  Northern  and  to  force  that  railway  into  an  amalgamation. 
They  were  encouraged  in  their  actions  by  the  favourable  response  they 
always  received  from  Laurier.  Hays  was  convinced  that  Laurier  would 
favour  a  Grand  Pacific  take  over  of  the  Canadian  Northern. 3 

For  Mackenzie  and  Mann  the  early  months  of  the  negotiations  were 
taken  up  with  ensuring  that  the  promised  $13,000.  per  mile  federal  bond 
guarantee  for  the  Edmonton  line  was  safe.  In  addition,  they  began  to 
take  up  charter  rights  in  various  parts  of  the  country,  particularly  in 


1.  Manitoba  Free  Press.  13  November,  1902,  p.  6. 

2.  First  Annual  Report  of  the  Canadian  Northern  Railway  Company, 
Toronto,  1903. 

3.  Hays  to  Wilson,  24  March,  1903;  Hays  Papers,  Vol.  1,  pp.  106-107. 
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Ontario,  Quebec  and  Nova  Scotia  where  they  obtained  charters  and  pur¬ 
chased  existing  lines.  They  were  hopeful  that  difficulties  would  develop 
in  the  government’s  negotiations  with  the  Grand  Trunk  Pacific  and  that 
they  might  fall  heir  to  the  entire  scheme.  Whenever  such  difficulties 
did  arise,  they  let  it  be  known  that  they  would  accept,  for  similar 
aid,  the  conditions  Hays  argued  he  could  not  accept.  They  were  a  con¬ 
stant  thorn  in  Hays’  side  and  materially  strengthened  the  federal  govern¬ 
ment’s  bargaining  position.  Hays  frequently  grew  indignant  and  complained, 
**Mackenzie  and  Mann  are  entirely  willing  to  accept  almost  any  conditions 
the  government  may  prescribe  for  the  sake  of  obtaining  subsidies  and 
aid.**1 2 3 

Mackenzie  and  Mann’s  activities  brought  renewed  attempts  by  Hays 

to  buy  them  out.  At  one  point  he  and  Wilson  were  even  prepared  to  offer 

Mackenzie  the  presidency  of  the  new  Grand  Trunk  controlled  transcontin- 

2 

ental  if  he  would  relinquish  control.  Mackenzie  and  Mann  were  adamant, 
demanding  control  over  the  western  portion  of  any  joint  scheme.  As  a 
result,  no  arrangement  was  made. 

Mackenzie  and  Mann’s  strongest  cabinet  supporter,  Clifford  Sifton, 
was  kept  busy  on  the  Alaska  Boundary  negotiations.  He  received  soothing 
letters  from  Laurie but  it  seems  that  some  of  the  crucial  cabinet 
decisions  were  deliberately  taken  during  his  absence.  In  the  minds  of 
Wilson  and  Hays,  Sifton  was  the  man  most  to  be  feared.  Whenever  he 


1.  Hays  to  Wilson,  20  July,  1903;  Ibid.,  p.  233* 

2.  Wilson  to  Hays,  4  February,  1903;  Ibid. ,  p.  81. 

3.  Laurier  to  Sifton,  2  October,  1903;  Sifton  Papers,  Vol.  1^4, 
pp.  115559-115566. 
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returned  to  Ottawa  the  negotiations  ran  into  serious  trouble.  As 
Wilson  observed,  "The  change  in  the  situation  coming  concurrently  with 
Mr.  Siftonfs  appearance  on  the  scene  inclines  one  to  attribute  it  to 
his  malign  influence."^" 

Unfortunately  for  Mackenzie  and  Mann,  the  railway  negotiations  be¬ 
came  entangled  in  a  cabinet  power  struggle  directly  involving  Sifton  and 
from  which  Sifton* s  opponents  emerged  victorious.  This  happened  in 
September,  1903  when  A.  G.  Blair  resigned  as  Minister  of  Railways  and 
Canals  in  protest  over  the  governments  failure  to  adopt  his  railway 
policies.  None  of  Blair’s  colleagues  were  committed  to  his  support 
but  a  keen  contest  for  the  succession  to  his  post  nevertheless  developed. 

Sifton,  a  keen  and  ambitious  man  of  great  administrative  ability 
but  with  a  somewhat  tainted  record  in  the  administration  of  the  Depart¬ 
ment  of  the  Interior  and  in  the  Yukon,  felt  he  should  be  given  a  more 
senior  portfolio  than  that  of  the  Interior  Department,  or  that  he 

should  be  entrusted  with  the  Department  of  Railways  and  Canals  as  well 

2 

as  with  the  Interior  Department.  The  prospect  thoroughly  frightened 
and  alarmed  Grand  Trunk  officials.  Wilson  worriedly  cabled  Hays, 

"Cable  message  from  Ottawa  in  the  Morning  Post  today  says  Premier’s 
proposition  to  appoint  Sifton  to  succeed  late  Minister  of  Railways  and 
Canals  has  raised  much  opposition  and  caused  split  in  the  Cabinet.  Does 
not  this  look  as  if  such  appointment  would  be  looked  upon  as  throwing 

3 

us  over  for  the  Canadian  Northern  Railway." 


1.  Wilson  to  Hays,  8  July,  1903;  Hays  Papers,  p.  206. 

2.  Joseph  Schull,  Laurier.  The  First  Canadian,  Toronto,  1965,  p.  414. 

3.  Wilson  to  Hays,  23  July,  1903;  Hays  Papers,  p.  236. 
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Hays  was  able  to  reassure  Wilson.  ”Fielding  is  Acting  Minister 
of  Railways  and  Canals.  Good  deal  of  opposition  to  Sifton  from  dif¬ 
ferent  wings  of  the  Party  on  account  of  his  record  in  Interior  Depart¬ 
ment  and  Yukon.  I  do  not  think  Canadian  Northern  public  issue  in  the 
matter.”^- 

The  opposition  of  his  colleagues  proved  too  strong  and  Sifton* s 

ambitions  were  denied.  Henceforth  he  became  an  enigma  to  both  his 

friends  and  enemies,  growing  increasingly  introspective  and  morose. 

He  played  a  double  game,  ever  hopeful  of  gaining  another  chance  to 

prove  his  undoubted  ability,  bitterly  contemplating  the  destruction  of 

2 

those  who  had  stood  in  his  way,  and  always  walking  under  the  shadow  of 
undefined  scandals  of  which  his  wealth  was  the  visible  expression. 

For  Mackenzie  and  Mann,  Sifton* s  defeat  marked  a  setback  but  not 
disaster.  Laurier,  in  his  own  words,  had  become  ”very  enthusiastic”-^ 
about  the  Grand  Trunk  Pacific,  but  was  not  prepared  to  antagonize 
western  opinion  unnecessarily.  Nor  was  he  prepared  to  break  completely 
with  Sifton  and  the  powerful  western  political  machine  controlled  by 
him.  In  fact  one  of  Fielding* s  first  tasks  as  Acting  Minister  of  Rail¬ 
ways  was  to  make  the  final  arrangements  for  a  Canadian  Northern  bond 
guarantee  on  the  Edmonton  line.^-  It  was  clear  that  the  Canadian  Northern 

1.  Hays  to  Wilson,  23  July,  1903;  Ibid. .  p.  237. 

2.  Sifton* s  resignation  in  1905  was  in  part  an  attempt  to  embarrass 
and  discredit  Fitzpatrick,  the  Minister  of  Justice  who  was  one  of 
Sifton* s  bitterest  enemies.  It  was  Fitzpatrick  who  had  drafted 
the  unfortunate  school  clauses  in  the  Autonomy  Bills  which  produced 
some  rather  tortured  interpretations  from  Laurier. 

3.  Laurier  to  Lord  Minto,  3  August,  1903;  Minto  Papers .  Vol.  6,  p.  50. 

4.  Laurier  to  Lord  Minto,  20  July,  1903;  Ibid. .  p.  47. 
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would  be  allowed  to  continue  its  activities  and  would  receive  suf¬ 
ficient  federal  aid  to  escape  a  forcible  take  over  by  the  Grand  Trunk 
Pacific.  Mackenzie  and  Mann  had  successfully  resisted  the  most  deter¬ 
mined  efforts  of  the  Grand  Trunk  to  gain  control  over  their  railway. 


5. 


Two  schemes,  somewhat  peripheral  to  the  main  Grand  Trunk  Pacific  - 
National  Transcontinental  arrangements,  came  to  have  important  con¬ 
sequences  for  Mackenzie  and  Mann.  The  first  related  to  the  sale  of 
J.  R.  Booth Ts  Canada  Atlantic  Railway. 

The  Canada  Atlantic  was  an  amalgamation  of  a  number  of  small  rail¬ 
way  projects  promoted  and  supported  by  Booth.  The  main  line  ran  from 
Coteau  Junction  near  Montreal,  via  Ottawa  to  Depot  Harbour  on  Georgian 
Bay.^ 

It  had  become  well  known  in  1902  that  Booth  was  interested  in  sel¬ 
ling  his  railway.  An  option  to  purchase  at  eleven  million  dollars  was 
held  by  a  Dr.  Seward  Webb  of  New  York.  This  option  expired  in  1902  and 
there  was  doubt  whether  it  would  be  renewed.  Dr.  Webb  seemed  unable  to 
find  the  necessary  finances  and  other  railways  became  interested. 

It  was  obvious  to  Mackenzie  and  Mann,  as  it  was  to  Grand  Trunk 
officials,  that  this  line  would  make  an  excellent  eastern  connection 
for  the  Canadian  Northern.  As  early  as  May  of  1902,  Mackenzie  and  Mann 
began  negotiations  with  Booth  looking  toward  the  acquisition  of  the 
Canada  Atlantic.  The  Grand  Trunk  also  began  considering  the  advisability 
of  acquiring  the  Canada  Atlantic  in  order  to  forestall  the  Canadian 


1.  Kearney,  p.  28-36. 
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Northern,  and  in  June  of  1902  Hays  seriously  discussed  the  matter  with 

Wilson.  He  felt  he  could  obtain  the  road  for  about  10  million  dollars, 

or  about  one  million  less  than  the  option  held  by  Dr.  Webb.*1 2 3' 

Mackenzie  and  Mann’s  chief  difficulty  in  their  attempts  to  gain 

control  of  the  Canada  Atlantic  lay  in  financing  the  scheme.  They  did 

not  have  anywhere  near  the  necessary  capital  and  Booth  was  unwilling  to 

rely  on  the  promises  of  the  unknown  future  development  of  Mackenzie  and 

Mann  enterprises.  He  wanted  cash  or  guaranteed  bonds,  and  the  only  way 

Mackenzie  and  Mann  could  get  either  was  through  government  bond  guarantees 

or  subsidies.  Protracted  negotiations  with  the  federal  government  and 

J.  R.  Booth  were  initiated. ^  In  June  of  1904  these  negotiations  had 

reached  a  point  where  the  federal  government  had  unofficially  agreed  to 

guarantee  a  $14,000,000.  3$  Canadian  Northern  bond  issue  for  the  purpose 

of  purchasing  the  Canada  Atlantic. 

Hays  of  the  Grand  Trunk  was  also  keeping  a  close  eye  on  the  Canada 

Atlantic.  He  was  fully  aware  of  the  fact  that  Booth  was  very  eager  to 

see  the  two  contending  railways  outbid  one  another  in  their  attempts  to 

acquire  his  railway.  In  1904  the  time  had  come  for  the  Grand  Trunk  to 

take  action.  Hays  began  seriously  to  urge  his  superiors  in  London  to 

make  concerted  attempts  to  buy  the  Canada  Atlantic.  His  estimate  in 

1904  was  that  he  could  get  the  line  for  $12,000,000.,  $2,000,000.  more 

3 

than  he  had  estimated  in  1902. 

1.  Hays  to  Wilson,  27  June,  1902;  Hays  Papers,  p.  13. 

2.  Mackenzie  to  Laurier,  6  September,  1903;  Laurier  Papers,  Vol.  280, 
pp.  76816-76817. 

3.  Hays  to  Wilson,  21  June,  1904;  Hays  Papers,  p.  622. 
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In  conversation  with  Laurier,  Hays  learned  that  the  cabinet  had 
not  come  to  a  firm  and  binding  decision  on  the  Canadian  Northern,  being 
divided  on  this  as  on  all  its  other  railway  policies.  The  advocates  of 
the  Grand  Trunk,  the  Canadian  Northern  and  the  Intercolonial  all  urged 
that  the  Canada  Atlantic  should  go  to  their  favorite.  The  information 
from  Laurier  enabled  Hays  to  act  decisively  at  just  the  right  moment.'1 2' 

Hays  urged  a  Grand  Trunk  purchase  of  the  Canada  Atlantic  for  several 
reasons.  First,  it  would  give  the  Grand  Trunk  a  railway  connection  with 
Ottawa  and  therefore  greater  political  influence  there.  Secondly,  it 
would  prevent  the  line  going  to  Mackenzie  and  Mann,  the  Grand  Trunk’s 
rivals.  Thirdly,  it  would  effectively  stop  the  threat  of  an  immediate 
extension  of  the  Intercolonial  to  Georgian  Bay.  Fourthly,  although  not 
publicly  mentioned,  the  Canada  Atlantic  would  enable  the  Grand  Trunk  to 
send  traffic  bound  for  American  ports  on  a  shorter  and  cheaper  route, 
bypassing  Montreal. 

"I  have  referred  to  the  advantages  the  line  would  be  to  us  in 
connection  with  our  Lake  and  rail  traffic  from  New  York  and  the  New 
England  states  to  Chicago  and  the  west  in  connection  with  our  Central 
Vermont  line,  and  the  additional  advantage  to  us  in  deflecting  Chicago 
and  Boston  traffic  via  Coteau  Junction  and  St.  Albans,  at  a  consider¬ 
able  saving  in  distance  as  against  handling  it  as  at  present  via 
Montreal  and  St.  John.2 

Hays,  the  ex-American,  had  little  sympathy  with  or  fear  of  the 
politics  of  economic  nationalism. 

"It  would  be  impossible  for  the  Government  to  carry  successfully 
any  measure  that  did  not  provide  that  the  traffic  originating  on  a 
line  subsidized  by  the  Government  should  be  carried  through  all 
Canadian  territory  and  shipped  through  a  Canadian  seaport.  Just  how 


1.  Hays  to  Wilson,  17  June,  1904;  Ibid. .  pp.  611-612. 

2.  Hays  to  Wilson,  21  June,  1904;  Ibid. .  pp.  621-625. 
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such  a  condition  can  be  enforced,  however,  is  another  question  which 
we  can  safely  leave  to  time  to  determine,  and  so  long  as  the  con¬ 
ditions  do  not  regulate  the  rates  that  shall  apply  on  the  traffic  and 
in  the  absence  of  any  penalty  for  any  breach  of  the  provisions,  we  may 
safely  assume  that  those  natural  conditions  which  govern  the  movement 
of  traffic  will  apply,  notwithstanding  anything  to  the  contrary  and 
that  it  will  move  via  the  shortest  and  most  direct  routes  in  future 
as  it  always  has  in  the  past.!,l 

By  acquring  the  Canada  Atlantic,  the  Grand  Trunk  could  do  its 
part  to  ensure  that  this  would  in  fact  be  the  case.  Conversely,  by 
allowing  the  Grand  Trunk  to  gain  this  control,  the  federal  government 
seriously  jeopardized  a  very  important  part  of  its  announced  railway 
policy. 

In  June  of  1904,  however,  the  agreement  between  the  federal  govern¬ 
ment,  the  Canada  Atlantic  and  the  Canadian  Northern  seemed  safe.  A 
federal  election  was  expected  shortly  and  it  was  rumoured  that  there 
was  a  considerable  election  contribution  associated  with  the  deal. 

Hays,  apprised  of  the  situation  by  both  Booth  and  Laurier,  accelerated 
his  own  activities.  He  got  authorization  from  London  to  offer  up  to 
$12,000,000.  in  3%  Grand  Trunk  guaranteed  bonds  for  the  Canada  Atlantic. 
Booth,  seeing  that  the  times  were  favourable,  decided  to  get  rid  of 
his  railway,  its  Georgian  Bay  port  facilities  and  lake  vessels  all  at 
once.  Carefully  concealing  their  activities  from  both  the  federal 
government  and  the  Canadian  Northern,  Booth  and  Hays  worked  out  a 
$16,000,000.  package  deal.^ 

Once  agreement  was  reached  by  Booth  and  Hays,  they  approached  the 
federal  government  for  the  necessary  enabling  legislation.  After  a  few 
stormy  cabinet  sessions,  and  despite  the  best  efforts  of  Mackenzie  and 


1.  Hays  to  Wilson,  20  July,  1903;  Ibid.,  pp.  232-233. 

2.  Kearney,  p.  31. 
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Mann,  the  federal  government  decided  to  grant  it.  The  final  trans¬ 
action  was  signed  in  September.  Mackenzie  and  Mann,  as  might  be 
expected,  were  furious.  Hays  gleefully  reported  to  Wilson. 

"This  has,  as  we  anticipated  would  be  the  case,  very  materially 
diminished  the  influence  and  standing  of  the  Canadian  Northern.  It 
has  also  created  an  estrangement  -  so  we  are  told  -  between  the 
Canadian  Northern  and  the  Government,  Mackenzie  and  Mann  having 
reproached  the  government  bitterly  for  failing  to  secure  the  line 
before  it  was  too  late,  and  therefore  declining  to  meet  the  Govern¬ 
ment  in  directions  in  connection  with  the  approaching  election  which 
the  Government  had  been  led  to  believe  would  be  forthcoming.1 2*! 

Mackenzie  and  Mann  had  suffered  a  very  serious  reverse  at  the 
hands  of  the  Grand  Trunk.  Laurier  had  demonstrated  once  again  that 
in  any  conflict  of  interest  between  their  road  and  the  Grand  Trunk  he 
was  inclined  to  favour  the  latter.  There  was  talk  of  a  major  political 
realignment  of  the  Canadian  Northern.  2  The  last  months  of  1904  saw 
some  very  complex  political  maneuvering  eventually  leading  to  a 
series  of  mysterious  transactions  and  negotiations  relating  to  the 
ownership  and  control  of  La  Presse.  the  largest  French  language  news¬ 
paper  of  Montreal. 


6. 


In  October  of  1904,  shortly  before  the  federal  election.  La  Presse 
of  Montreal  changed  ownership.  It  was  purchased  by  a  syndicate  involv¬ 
ing  prominent  railway  promoters  who  allegedly  planned  to  use  the  news¬ 
paper  to  defeat  the  Laurier  government  and  the  National  Transcontinental 


1.  Hays  to  Wilson,  23  September,  1904;  Ibid. ,  pp.  697-700. 

2.  The  price  for  continued  support  from  Mackenzie  and  Mann  in  1904  was 
twofold,  a  subsidy  payment  for  their  western  lines,  and  federal 
support  for  some  of  their  promotional  activities  in  Ontario  and 
Quebec . 
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Railway  scheme.  This  purchase  of  La  Presse  is  one  of  the  most  interest¬ 
ing  cases  of  alleged  railway  intervention  in  political  affairs.  It  has 
unfortunately  never  been  completely  explained  or  fully  documented.  The 
accepted  account  is  one  written  by  Edward  Farrar  at  the  request  of 
Sir  Wilfrid  Laurier  shortly  after  the  failure  of  the  so  called  "conspir¬ 
acy”.  Farrar ’s  account  is  quoted  at  length  and  accepted  by  0.  D.  Skelton 
in  his  biography  of  Sir  Wilfrid  Laurier.  In  Skelton’s  opinion  the 
report  helped  to  "make  clear  the  ramifications  of  the  plan  and  inciden¬ 
tally  Mr.  Farrar’s  reportorial  power s."-*- 

Mackenzie  and  Mann  were  certainly  involved  in  the  affair  but,  on 
the  basis  of  important  documentation  that  has  recently  become  available, 

it  would  seem  that  their  role  was  not  as  crucial  as  Farrar  seems  to 

o 

imply.  Several  of  the  alleged  objectives  of  the  plan  were  not  in 
Mackenzie  and  Mann’s  interests.  A  detailed  examination  of  their  role 
in  the  affair  is  necessary. 

Farrar’s  report  reflected  both  his  personal  attributes  and  the 
circumstances  in  which  he  wrote.  He  was  a  highly  capable  and  well 
known,  but  also  unscrupulous  and  venal  newspaper  reporter.  He  had 
gained  a  great  deal  of  prominence  when  his  confidential  pamphlet  on 
the  implications  of  the  Liberal  party’s  1891  Unrestricted  Reciprocity 


1.  0.  D.  Skelton,  The  Life  and  Letters  of  Sir  Wilfrid  Laurier.  Vol.  2, 
Toronto,  1921,  p.  209.  Neither  the  Laurier  Papers  nor  the  Farrar 
Papers  at  the  Public  Archives  of  Canada  contain  a  copy  of  the 
original  report.  It  would  seem,  however,  that  the  report  was 
released  to  the  press  and  published  with  only  very  limited  editor¬ 
ial  work. 

2.  The  Canadian  Annual  Review  of  Public  Affairs,  1904,  has  only  one 
rather  vague  reference  to  the  Canadian  Northern  in  its  entire  treat 
ment  of  the  affair.  It  refers  to  the  affair  as  a  Blair-Russell 
conspiracy,  keeping  the  railways  in  the  background. 
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campaign  received  unexpected  publicity.  Lord  Lansdowne,  the  Governor 
General  and  an  ardent  free  trader,  wrote  of  Farrar,  "He  was  an  able 
but  dangerous  personage  by  no  means  fit  to  be  in  a  confidential  position 
in  the  P.  M.fs  office. 

De spite  the  damage  he  had  done  the  Liberal  cause  in  1891,  Farrar 
rose  rapidly  in  the  graces  of  its  leaders  after  the  1896  election.  In 
1899  he  virtually  became  Siftonfs  press  agent  when  the  Minister  was 
charged  with  favoritism,  graft  and  corruption  in  the  administration  of 
the  Yukon.  While  serving  in  this  capacity,  Farrar  sent  Sifton  two  tele¬ 
grams  which  are  indicative  of  his  behaviour.  In  March  of  1899  he  in- 
formed  Sifton,  "I  am  going  to  trouble  you  here  and  now,  however,  about 
another  matter,  namely  the  manifest  obligation  of  the  Government  to 
give  me  who  have  lied  so  much  for  them  and  am  prepared  to  keep  on  lying 
for  them  in  the  newspapers  a  box  of  stationery. Delay  prompted  him 
to  warn  Sifton  pointedly,  "If  that  trunk  of  stationery  is  not  sent  to 
me  at  174  Park  Road,  Toronto,  very  soon,  I  shall  employ  Sir  Hibbert 
(Tupper)  to  properly  ventilate  the  outrage."-^ 

Farrar  himself  had  been  involved  directly  in  the  la.  Presse  affair. 
His  name  appears  in  documents  relating  to  the  financial  arrangements  in 
connection  with  the  purchase  of  that  paper  and  the  coded  letters  and 

1.  Lansdowne  to  Minto,  4  February,  1904 ;  Minto  Papers ,  Vol.  12,  p.  67. 

2.  Farrar  to  Sifton,  23  March,  1899;  Sifton  Papers.  Vol.  61,  pp.  43558- 
43559.  "A  box  of  stationery"  was  apparently  a  familiar  euphemism 
referring  to  the  old  portmanteaus  carried  by  Members  of  Parliament. 
The  following  telegram  hardly  leaves  the  nature  of  the  stationery 
in  doubt.  Farrar  was  obviously  blackmailing  Sifton. 

3.  Farrar  to  Sifton,  April, 1899;  Ibid. ,  p.  43564. 
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telegrams  between  Borden  and  Graham,  an  influential  Montreal  news¬ 
paperman,  indicate  Farrar  was  the  link  with  and  acted  on  behalf  of  the 
C.  P.  R.^  He  was  therefore  able  to  write  knowledgeably  about  the  af¬ 
fair  but  the  objectivity  of  his  report  must  be  questioned.  In  response 

to  later  claims  by  Farrar  that  the  Conservatives  fulfill  their  promises 

2 

to  him,  Borden  denied  having  made  any  definite  commitments. 

One  of  the  first  points  which  must  be  emphasized  is  that  the 
original  scheme  was  worked  out  during  the  early  summer  of  1903,  not 
1904,  in  anticipation  of  an  election  in  the  fall  of  that  year.  Its 
originator  was  Hugh  Graham,  proprietor  of  the  Montreal  Star  and  a  man 
with  strong  Conservative  leanings.  He,  as  well  as  many  other  Conser¬ 
vatives,  hoped  to  profit  by  the  divisions  within  the  Liberal  party  on 
railway  matters.  They  fastened  particular  hopes  on  Blair  and,  after 
the  latter’s  resignation  from  the  cabinet,  invited  him  to  join  the 
Conservative  attack  on  the  Laurier  government’s  railway  policies. 

Graham  began  making  plans  for  Blair  as  early  as  May  of  1903.^  The 
quid  pro  quo  was  that  if  Blair  would  campaign  on  behalf  of  the  Con¬ 
servatives,  he  or  someone  acceptable  to  him  would  become  Minister  of 
Railways  and  Canals  in  a  Conservative  government.  "Alfred  (Blair)", 


1.  See  two  coded  letters  from  Baker  (Graham)  dated  11  June  and  30  June, 
1903  and  a  brief  note  of  the  financing  of  La  Presse  on  the  back  of 
an  envelope  having  a  Montreal  Star  letterhead.  All  these  documents 
are  in  the  Borden  Papers .  Additional. 

2.  Borden  to  Blount,  24  December,  1904;  Ibid. 

3.  See  coded  letter  from  Arpents  (Graham)  dated  13  May,  1903  in 
Borden  Papers .  Additional.  I  have  not  been  able  to  find  the  com¬ 
plete  code  to  these  letters.  Much  of  it  has  been  reconstructed 
from  internal  evidence  and  by  comparing  the  "A  code"  with  the 
later  "Z  code"  used  by  the  Conservatives,  and  of  which  I  have  the 
key  to  the  coding. 
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Graham  wrote,  "wants  to  defeat  the  common  enemy,  no  matter  how  it  is 
done,  but  he  wants  to  come  out  of  the  fray  with  a  following."1 2 3 4 5 

The  C.  P.  R.  was  to  have  a  prominent  place  in  Conservative  elec¬ 
tioneering.  Graham  was  outspoken  when  he  wrote  Borden,  "We  must  try 
to  obligate  ourselves  to  Attribute  (Shaughnessy)".^  An  expected  visit 
by  Lord  Strathcona  to  Montreal  was  to  be  utilized  and  Graham  emphasized 
that  "You  should  have  your  old  friend  from  Vancouver  or  Winnipeg  here 
at  the  time  of  the  other fs  arrival. The  Conservative f s  alternate 
railway  policy  was  worked  out  in  consultation  with  Shaughnessy  and 
other  C.  P.  R.  officials.^ 

In  addition,  Mackenzie  and  Mann  were  contacted  by  the  Conservatives, 
although  nothing  seems  extant  on  the  exact  proposals  made  at  the  time. 
These  negotiations,  nevertheless,  were  carried  to  the  point  where 
Sifton  warned  Laurier, 

"I  got  a  letter  yesterday  suggesting  that  the  C.  P.  R.  and 
Mackenzie  and  Mann  were  both  acting  as  though  they  were  likely  to 
support  the  opposition. . .1  think  you  should  also  see  Dan  Mann  £sicj  .  He 
will  come  to  you  at  once  if  you  send  for  him.  Tell  him  that  we 
rely  on  their  active  support  and  make  him  promise  it.  I  will  see 
Mackenzie  here  in  a  few  days. "5 

Mackenzie  and  Mann  were  keenly  disappointed  that  Laurier  had 


1.  Arpents  (Graham)  to  (Borden),  13  May,  1903 ;  Op.  cit. 

2.  Baker  (Graham)  to  (Borden),  30  June,  1903;  Op.  cit.  Other  letters 
indicate  that  Attribute  and  Dobson  were  code  names  for  the  same 
person,  also  referred  to  as  S....  and  S...y,  these  latter  being 
crossed  out  in  one  case  and  substituted  by  "Dobson". 

3.  Unsigned  Note,  probably  from  Graham,  to  Borden,  21  May,  1903; 

Op.  cit.  The  old  friends  were  probably  the  Tuppers. 

4.  Stevens,  p.  145. 

5.  Sifton  to  Laurier,  19  September,  1903;  Laurier  Papers.  Vol.  282. 
pp.  77108-77109. 
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chosen  the  Grand  Trunk  to  build  the  nation’s  second  transcontinental 
railway.  Yet  they  also  lacked  confidence  in  the  Conservatives  and  feared 
the  influence  of  the  C.  P.  R.  They  knew  that  the  government’s  negotia¬ 
tions  with  the  Grand  Trunk  were  not  going  well  and  still  hoped  to  gain 
the  prize.'1 2 3 4'  If,  on  the  other  hand,  the  Grand  Trunk  negotiations  were 
successful,  they  hoped  to  persuade  the  Liberals  to  offer  them  substan¬ 
tial  assistance  in  building  a  third  transcontinental.  Accordingly  they 
presented  a  request  for  federal  aid,  together  with  detailed  plans  for  a 

o 

third  transcontinental,  early  in  September  of  1903.  As  long  as  the 
Grand  Trunk  negotiations  were  in  jeopardy  and  their  own  proposals  receiv¬ 
ing  serious  consideration  by  the  federal  government,  Mackenzie  and  Mann 
were  not  prepared  for  a  definite  break  with  Laurier.  The  Prime  Minister 
could  therefore  assure  Sifton,  ”1  completely  acquit  Mackenzie  and  Mann 
of  the  charges  which  have  been  brought  to  me  against  them.  I  am  satis¬ 
fied  that  they  have  acted  loyally  and  that  they  have  not  lifted  a  finger 
against  our  project. ”3 

The  1903  plans  were  apparently  not  very  far  advanced  before  it 
became  clear  that  there  would  not  be  a  federal  election  in  1903.  Dif¬ 
ficulties  in  the  negotiations  with  the  Grand  Trunk  forced  Laurier  reluc¬ 
tantly  to  postpone  the  election.^-  Organizational  difficulties  among  the 

1.  A  worried  letter  from  Hays  to  Wilson  on  19  July,  1903  clearly  indic¬ 
ates  Canadian  Northern  ambitions  to  replace  the  Grand  Trunk  if  the 
federal  negotiations  with  that  company  failed.  Hays  Papers,  p.  227. 

2.  Mann  to  Laurier,  4  September,  1903,  and  Mackenzie  to  Laurier, 

6  September,  1903;  Laurier  Papers.  Vol.  2S0.  pp.  76792-76796  and 
76816-76817. 

3.  Laurier  to  Sifton,  4  October,  1903;  Sifton  Papers.  Vol.  I44, 
pp.  115567-115569. 

4.  Laurier  to  Sifton,  2  October,  1903;  Sifton  Papers.  Vol.  144. 
pp.  115559-115566. 
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Conservatives,  particularly  in  Quebec,  led  that  party  to  do  everything 
it  could  to  avoid  an  early  election.'*'  Blair1 2 3  s  appointment  as  Chairman 
of  the  newly  created  Board  of  Railway  Commissioners  temporarily  removed 
him  from  Conservative  temptations  while  federal  aid  for  their  Edmonton 
line  and  a  non-committal  response  to  their  transcontinental  designs 
kept  Mackenzie  and  Mann  from  joining  the  Opposition.  The  scheme 
seemed  dead  in  December  of  1903. 

Several  circumstances  made  it  possible  to  revive  and  modify  it  in 
the  summer  and  fall  of  1904  in  anticipation  of  the  delayed  federal 
election.  Blair  had  not  found  his  tenure  as  Chairman  of  the  Board  of 
Railway  Commissioners  a  happy  one.  Difficulties  over  office  accom¬ 
modation,  inadequate  remuneration  for  his  staff  and  even  insufficient 
office  furnishings  seemed  insurmountable.  Blair  began  to  suspect  mal¬ 
icious  intent  on  the  part  of  his  former  colleagues.  By  February  of 
1904,  only  a  very  short  time  after  accepting  his  new  position,  Blair 
was  in  a  state  of  exasperation. 

"The  Board,  knowing  what  is  immediately  and  urgently  required 
has  taken  the  responsibility  of  certain  recommendations  as  it  is 
its  duty  to  do  under  the  law  and  I  venture  to  hope  that  in  matters 
of  this  kind  relating  to  organization  at  least  the  GovTt .  will  feel 
it  to  be  due  the  Board  that  it  be  treated  in  a  spirit  of  confidence 
in  our  judgement,  knowledge  and  discretion. "2 

This  complaint  brought  only  a  harsh  reply  from  Laurier. 

"I  would  further  call  your  attention  to  the  tone  of  your  letter 
which  I  am  obliged  to  regard  as  dictatorial  and  lacking  in  courtesy 
and  consideration  which  we  should  expect  in  such  a  communication. ”3 


1.  Arpents  (Graham)  to  (Borden)  5  May,  1903;  Borden  Papers.  Additional. 

2.  Blair  to  Laurier,  11  February,  1904;  Laurier  Papers,  pp.  82253- 
82254. 

3.  Laurier  to  Blair,  20  February,  1904;  Ibid.,  p.  82256. 
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A  second  St.  John  man  was  expected  to  join  Blair  in  1904.  He  was 
William  Pugsley,  the  Provincial  Attorney  General.  Both  were  close 
associates  of  David  Russell,  a  political,  and  financial  adventurer  from 
St.  John  and  Montreal,  who  had  become  prominent  in  several  railway  and 
newspaper  ventures.  These  men,  joined  by  others  interested  or  promot¬ 
ing  Maritime  railways,  were  hostile  to  the  Grand  Trunk  project.  The 
fact  that  the  new  project  was  to  be  entrusted  to  the  Grand  Trunk,  which 
had  Portland  as  its  main  Atlantic  port,  irritated  the  St.  John  men.^ 

In  addition,  local  rivalries  and  jealousies  between  the  St.  John  inter¬ 
ests  of  Russell,  Blair  and  Pugsley  and  those  of  Moncton,  represented  by 
H.  R.  Emmerson,  Blair’s  successor  as  Minister  of  Railways  and  Canals, 
played  a  prominent  role. 

A  further  element  in  Conservative  planning,  already  apparent  in 
1903  but  more  clearly  defined  in  1904,  was  the  proposed  acquisition  of 
influential  newspapers  which  had  taken  an  independent  or  favourable 
view  of  the  government’s  railway  policies.  These  papers  were  to 
reverse  themselves  on  this  issue  shortly  before  the  election.  Scandals 
involving  prominent  politicians,  notably  Sifton,  Prefontaine  and  Fitz¬ 
patrick,  were  to  be  published,  and  Liberal  candidates  induced  by  fair 
means  or  foul  to  withdraw  from  the  contest.  Blair  and  possibly  Pugsley 


1.  Hays  attitude  on  this  subject  has  already  been  mentioned.  After 
the  1904  election  Mayor  Baxter  of  Portland  stated,  ”1  do  not  wish 
to  say  the  Grand  Trunk  has  made  Portland  but  I  will  say  Portland 
has  done  a  great  deal  for  the  Grand  Trunk,  and  it  is  no  more  than 
right  this  city  should  become  the  outlet  of  the  Grand  Trunk  when 
it  becomes  a  great  transcontinental  system.”  The  Portland  Argus 
openly  scoffed  at  the  idea  of  future  Canadian  port  competition. 
Canadian  Annual  Review  of  Public  Affairs.  1904.  p.  247.  There  was 
considerable  reason  for  the  men  of  St.  John  to  be  upset. 
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were  to  campaign  against  the  government’s  railway  policy  and  substan¬ 
tial  support  was  expected  from  the  C.  P.  R. ,  the  Canadian  Northern, 
and  various  Maritime  railway  interests. 

The  plan  began  successfully  when  Russell  gained  control  of  two 
St.  John  newspapers  early  in  October^"  and  held  a  sumptuous  banquet 
at  his  hotel  at  Caledonia  Springs  at  which  Blair  and  Pugsley  were 
feted.  Then  on  17  October,  1904^  1*1  Presse  was  purchased  by  a 
syndicate  headed  by  Russell  and  Graham.  The  purchase  price  was 
$750,000.  It  was  financed  in  part  by  a  $100,000.  note  to  Russell 
from  the  Bank  of  Nova  Scotia.  This  note  was  endorsed  by  Graham  and 
recommended  by  Borden  who  was  a  director  of  the  Bank.^  A  brief  note 
on  the  back  of  a  Montreal  Star  envelope,  apparently  for  Borden’s 
information,  gives  the  following  details  about  the  1904  financing. 

$100,000.  Bank  of  NS  GTR  -  McLeod  told  Pearson. 

$200,000.  Blair-Russell  -  Blair  told  Pugsley. 

$200,000.  Russell-Greensh. -Graham  -  Farrar  told  Pearson. 

$200,000.  M.  &  M.  bonds-  Farrar  told  Pearson. 


1.  Reports  had  it  that  the  change  of  ownership  or  control  of  these 
papers  would  not  have  been  possible  without  both  Blair’s  and 
Pugsley’ s  active  assistance. 

2.  Borden  was  invited  but  sent  his  regrets.  Other  prominent  Con¬ 
servatives  from  Montreal  and  St.  John  were  present  and  references 
were  made  to  Pugsley’ s  possible  candidacy  in  the  coming  federal 
election.  Blair’s  opposition  to  the  federal  railway  policy  was 
spoken  of  eulogistically. 

3.  The  Canadian  Annual  Review  gives  October  12  as  the  date  at  which 
ownership  changed.  The  finances  were  not  arranged  until  the  17th. 

4.  W.  P.  Hunt  (Manager  of  the  Bank  of  Nova  Scotia,  Montreal)  to 

H.  C.  McLeod  (General  Manager  of  the  Bank  of  Nova  Scotia,  Toronto) 
17  October,  1904;  Borden  Papers .  Additional.  In  a  letter  dated 
19  October,  1904  to  Graham,  Borden  authorized  the  use  of  his  name 
in  the  negotiations.  Ibid. 
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$25,000.  Russell  to  Harrison.  R.  Bank  books  in  Halifax. 1 2 3 4 

The  bankers  were  led  to  believe  that  after  the  election  a  C.  P.  R. 
backed  $1,000,000.  bond  issue  would  provide  the  required  financing  to 
repay  their  loan  to  Russell  and  rearrange  the  finances  of  the  newspapers.^ 
Yet  difficulties  arose  over  the  purchase  and  control  of  La  Presse  and  the 
general  course  of  action  to  be  taken. 

It  is  difficult  to  establish  accurately  the  exact  sequence  of 
events  immediately  after  the  purchase  of  La  Presse.  What  is  clear  is 
that  the  C.  P.  R. ,  which  was  very  prominent  in  the  early  plans,  lost 
interest.  The  matter  hinged  on  C.  P.  R.  relations  with  Russell.  The 
Bank  of  Nova  Scotia  felt  Russell1 s  early  financial  backing  disappeared 
because  the  sale  was  given  premature  publicity.-^  A  subsequent  exchange 
of  letters  between  Shaughnessy  and  Laurier  indicates  a  more  basic  dis¬ 
agreement.  These  letters  were  written  after  the  1904  election  when 
Shaughnessy  wrote  self -righteously  that  his  company  was  in  no  way 
involved  in  the  affair.  To  this  Laurier  replied  that  although  aware  of 
this,  he  also  knew  the  C.  P.  R.  had  entertained  plans  to  acquire  La  Presse 
but  had  been  prevented  from  doing  so  by  RussellTs  action.^  It  is  not 


1.  Note  on  back  of  a  Montreal  Star  envelope.  Ibid.  The  Montreal  Star 
was  Hugh  GrahamTs  paper.  McLeod  is  the  Bank  of  Nova  Scotia  Manager. 
Pearson  is  almost  certainly  B.  F.  Pearson  of  Halifax,  a  Maritime 
railway  promoter  with  connections  in  Boston.  He  was  also  a  director 
of  the  British  Empire  Trust  Company  with  whom  Mackenzie  and  Mann 
did  business,  and  was  interested  in  several  electrical  concerns. 
Blair  and  Russell  are  already  familiar.  Greenshields  was  a  Montreal 
lawyer  and  railway  promoter.  He  had  done  considerable  legal  work 
for  Mackenzie  and  Mann,  particularly  in  their  early  negotiations  in 
British  Columbia.  Farrar  was  the  author  of  the  later  report  on  the 
affair.  I  have  not  been  able  to  identify  Harrison. 

2.  Hunt  to  McLeod,  18  October,  1904;  Ibid. 

3.  D.  Waters  for  McLeod  to  Hunt,  16  November,  1904;  Ibid. 

4.  Laurier  to  Shaughnessy,  27  February^ 1905 ;  Laurier  Papers.  Vol.  357. 
p.  95150. 
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entirely  clear  whether  the  action  referred  to  was  simply  the  matter  of 
premature  publicity  or  the  very  fact  that  Russell  had  gained  control  of 
the  paper  and  intended  to  use  it  in  a  way  not  entirely  in  accord  with 
C.  P.  R*  wishes.  What  is  clear  is  that  the  G.  P.  R.  lost  interest  in 
the  scheme  at  a  fairly  early  stage. 

Blair  resigned  from  the  Board  of  Railway  Commissioners  on  18  October 
the  day  after  La  Presse  was  sold.-*-  A  week  later,  however,  he  had  a 
serious  falling  out  with  Russell.  This  quarrel  apparently  centered 
around  financial  arrangements  and  promises  Russell  had  made  to  Blair  if 
he  would  resign,  and  on  which  he  subsequently  reneged.  The  quarrel 
alienated  Blair  and  Pugsley^  and  it  was  Pugsley  who  allegedly  informed 
Laurier  of  the  plan  to  purchase  La  Pressed  although  Pugsley  probably 
did  not  know  all  the  details  of  the  La  Presse  transaction.^- 

Russell  and  his  immediate  associates  were  in  serious  trouble  a 
week  after  the  purchase  of  La  Presse.  Russell,  accompanied  by  Green- 
shields,  decided  to  approach  Borden  directly  with  a  proposition  whereby 


1.  Blair1 2 3 4 s  defenders  have  argued  that  he  resigned  from  the  Board  be¬ 
cause  his  former  cabinet  colleagues  were  deliberately  starving  it 
while  he  was  its  chairman.  This  was  undoubtedly  a  contributing 
factor  but  the  suddenness  and  the  manner  of  the  resignation  suggest 
other  factors  as  well.  Minto  Papers.  Vol.  j±,  p.  87;  Vol.  6,  p.  93; 
Vol.  28,  p.  52. 

2.  This  was  largely  a  repeat  performance  of  a  1903  quarrel  between 
Blair  and  Russell  at  the  time  Blair  resigned  from  the  cabinet. 
Russell’s  promises  evidently  exceeded  his  financial  means.  See 
Bertram  Macnab  to  A.  E.  Blount,  17  September,  1903;  Borden  Papers . 
Additional . 

3.  Borden  Papers.  Memoir  Notes.  Vol.  1,  pp.  44-46.  See  also  The 
Canadian  Annual  Review.  1904.  pp.  221-227  and  250-254. 


4.  See  letter  from  A.  E.  B.  to  B.  Macnab,  1  October,  1907;  Borden 
Papers.  Additional. 
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they  would  give  him  their  support.  Borden  spurned  the  offer.1 2 3  Instead 

he  announced  on  October  24th,  "To  avoid  misunderstanding,  it  has  been 

thought  best  to  distinctly  declare  that  the  Conservative  party  will 

receive  subscriptions  only  from  those  who  favour  its  general  policy, 

that  such  subscriptions  are  not  to  be  understood  as  creating  claims  to 

consideration  for  any  interest  likely  to  be  affected  by  any  special 

feature  of  that  policy,  and  that  no  subscriptions  are  solicited  from 

2 

any  such  interest."  This  statement  was  to  allay  public  suspicions. 

It  also  indicated  Borden’s  decision  to  throw  over  Russell  in  favour  of 
the  C.  P.  R.  The  general  policy  of  the  Conservative  party  was  one  al¬ 
ready  acceptable  to  that  company. 

The  position  of  Mackenzie  and  Mann  in  all  these  maneuvers  requires 
further  investigation.  The  Farrar  report  strongly  implies  that  Russell, 
Greenshields  and  others  were  really  only  acting  as  agents  for  the  Can¬ 
adian  Northern  promoters.  The  Canadian  Annual  Review  and  several  of 
the  newspaper  accounts  of  the  day  however  held  that  the  conspiracy  was 
really  one  involving  important  New  York  and  Boston  railway  interests 

3 

which  were  after  contracts  on  the  new  transcontinental.  In  support  of 
this  contention  it  can  be  said  that  at  crucial  periods  in  the  negotia¬ 
tions,  Russell  either  visited  the  American  centers  or  had  direct  contact 
with  them.  Thus  far,  however,  the  American  involvement  has  not  been 


1.  B.  Macnab  to  Borden,  IB  September,  1907;  Ibid. .  In  this  letter  there 
is  a  direct  reference  to  a  meeting  between  Borden,  Russell  and 
Greenshields  in  Russell’s  car  at  Fredericton  Junction. 

2.  Borden  Papers.  Memoir  Notes.  Vol.  1,  pp.  44-46. 

3.  The  Canadian  Annual  Review  of  Public  Affairs.  1904:  pp.  221-227 
and  250-254. 
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proved.  What  can  be  quite  clearly  demonstrated  is  that  several  aspects 
of  the  plan,  as  outlined  by  Farrar,  were  not  acceptable  to  Mackenzie 
and  Mann. 

The  first  and  most  obvious  of  these  is  the  fact  that,  according  to 
Farrar,  the  Mackenzie  and  Mann  lines  were  to  be  sold  to  the  government 
at  substantial  profits.  It  was  widely  believed  in  New  York  and  Boston 
that  Mackenzie  and  Mann  were  after  quick  profits  and  would  sell  at  the 
right  price.  The  experience  of  the  Grand  Trunk  and  the  tone  of  all 
Mackenzie  and  Mann  correspondence  during  this  period,  however,  suggests 
that  they  were  not  interested  in  selling.  Instead  of  allowing  their 
eastern  lines  to  be  sold  to  the  Intercolonial  and  then  allowing  that 
road  to  be  leased  to  the  C.  P.  R.,  as  suggested  by  Farrar,  they  were 
interested  in  leasing  or  taking  over  the  Intercolonial  and  integrating 
it  into  their  own  system.  They  were  keenly  disappointed  about  the 
Canada  Atlantic,  but  were  busily  sketching  alternate  lines  whereby  they 
could  reach  the  Atlantic.  Their  actions  at  the  time  were  in  accord  with 
Mannfs  later  statement  that  they  were,  "too  young  and  ambitious  to  sell 
at  that  time."'*' 

The  second  difficulty  lies  in  the  fact  that  Mackenzie  and  Mann 
clearly  committed  themselves  to  Sif ton’s  defence  in  any  newspaper 
ventures  in  which  they  might  become  involved.  Several  telegrams  between 
Mackenzie  and  Sifton  before  the  October  crisis  indicate  that  they  were 
prepared  to  act  in  accordance  with  Sifton* s  wishes  in  the  matter.1 2  The 


1.  Arbitration,  p.  2684. 

2.  Sifton  to  Mackenzie,  9  September,  1904;  Mackenzie  to  Sifton, 
September  14  and  November  4,  1904;  Sifton  Papers .  Vol.  260. 
p.  834  and  Vol.  165.  pp.  133497-133499. 
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plan  as  outlined  was  not  satisfactory  to  them  if  Sifton  would  be 
scandalized  by  it. 

The  third  and  perhaps  most  difficult  factor  to  explain  if  it  is 
accepted  that  Russell,  Greenshields  and  Pearson  were  simply  acting  for 
Mackenzie  and  Mann  is  the  way  in  which  the  whole  affair  ended.  The  end 
only  came  in  January  of  1905,  well  after  the  election,  and  was  negotiated 
as  a  result  of  the  financial  embarrassment  in  which  Russell  and  Graham 
found  themselves  over  the  $100,000.  Bank  of  Nova  Scotia  loan.  This  loan 
was  a  90  day  note  and  fell  due  on  17  January,  1905.  From  the  bankers f 
correspondence,  it  is  clear  that  Russell1 s  resources  were  insufficient 
to  meet  the  obligation,  but  that  the  Bank  was  determined  not  to  renew 
the  note."1"  Graham  who  had  co-signed  became  worried  that  he  would  be 
called  upon  to  pay  the  amount  required  and  actually  began  to  seek  ways 
of  raising  the  necessary  funds  and  securities.  Politically  the  project 
had  lost  all  its  value  with  the  federal  election.  As  a  result,  Russell 
and  Graham  began  negotiations  to  sell  their  interest  in  and  control  of 
La  Presse.  The  party  which  quickly  indicated  an  interest  to  buy  was 
Mackenzie,  Mann  and  Company,  who  already  held  a  minority  interest  in 
the  paper. 

A  series  of  negotiations  involving  Russell  and  Graham,  Mackenzie 
and  Mann,  and  Sifton  and  Laurier  followed.  It  was  clearly  understood 
that  if  Mackenzie  and  Mann  gained  control  of  the  paper,  it  would  be 
Liberal  in  politics.  For  a  time  Hugh  Graham,  the  only  real  Conservative 


1.  A  very  interesting  file  of  the  correspondence  of  the  two  Bank  of 
Nova  Scotia  managers  is  included  in  the  Borden  Papers .  Additional. 
It  clearly  reflects  the  embarrassment  of  both  Graham  and  Russell 
over  the  $100,000.  note. 
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deeply  involved,  resisted  the  suggestion  but  acquiesced  as  the  date 
on  which  the  bank  note  fell  due  approached.***  On  1  January,  1905, 

Sifton  wrote  Laurier  an  interesting  letter  which  suggests  the  manner  in 
which  the  matter  was  resolved. 

”1  saw  Wm.  Mackenzie  and  D.  D.  Mann  here  tonight.  There  is  a 
payment  for  subsidy  due  them  for  which  the  Railway  Dept,  has  certified 
but  which  Courtney  has  been  holding  back  because  he  did  not  want  to 
pay  out  the  money  for  a  little  while.  I  would  be  glad  if  you  would 
speak  to  Courtney  and  get  him  to  arrange  it. 

Dave  Russell  has  asked  Mann  to  see  you  to  get  an  arrangement  made 
for  his  newspapers  to  support  the  government.  I  told  Mann  to  see 
you  and  explain  what  the  proposition  was."^ 

By  14  January  Graham  had  agreed  to  relinquish  control  and  allow 
the  paper  to  follow  a  policy  in  support  of  the  government. 3  There 
was,  however,  some  doubt  whether  Mackenzie  and  Mann  would  agree  to  buy 
the  paper  and  Graham  wrote  Laurier,  nIf  M  (referred  to  in  another  letter 
as  D.  M.,  almost  certainly  Dan  Mann)  has  changed  his  mind,  I  will  look 
out  for  someone  else,  but  whatever  I  do  my  suggestions  already  made  in 
interviews  and  by  letter  will  be  kept  in  view  and  I  will  not  make  any 
arrangement  without  an  earnest  effort  to  carry  them  out ."^ 

The  final  arrangements  were  not  made  until  January  17th.  "Hugh 
Graham  and  Russell",  the  bankers  noted,  "are  working  together  regarding 
the  sale  of  the  property,  but  do  not  seem  to  be  pulling  together  regard¬ 
ing  details. The  plan,  as  the  bankers  understood  it,  was  "that  La 


1.  Laurier  to  Hugh  Graham,  12  January,  1905  and  Graham  to  Laurier, 

14  January,  1905;  Laurier  Papers.  Vol.  351.  pp.  93720-93722.  See 
also  coded  and  undated  letter  in  the  same  volume,  pp.  93723-93724. 

2.  Sifton  to  Laurier,  1  January,  1905;  Ibid. .  Vol.  349.  p.  93314. 

3.  Graham  to  Laurier,  14  Jan.,  1905;  Ibid. .  Vol.  351.  p.  93722. 

4.  Loc  ♦  cit . 

5.  Hunt  to  McLeod,  17  Jan.,  1905;  Borden  Papers  Additional. 
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Presse  will  probably  pass  into  the  hands  of  a  syndicate  representing 
strong  Liberal  interests,  and  that  arrangements  will  likely  be  made  to¬ 
night  or  to-morrow  when  the  note  for  $100,000.  due  to-morrow  will  be 
paid."**-  The  note  was  paid  the  following  day  by  men  described  as 
"loaded  to  the  muzzle... and  ready  to  put  up  any  part  of  $300,000. 

On  the  same  day  Mackenzie  and  Mann  wrote  Laurier  the  note  quoted 
by  Skelton.  "It  is  distinctly  understood  as  a  condition  of  procuring 
the  consent  of  the  holder  of  the  majority  of  the  stock  of  La  Presse 
Company  to  sell  to  us  that  the  paper  La  Presse  is  not  to  be  a  Tory 
organ,  that  it  is  to  be  independent  and  that  it  is  to  give  Sir  Wilfrid 
Laurier  a  generous  support."-^ 

It  was  not  made  public  at  the  time  that  La  Presse  had  again  changed 
ownership.  Such  publicity  would  have  destroyed  much  of  the  value  that 
the  paper  might  have  for  Mackenzie  and  Mann  in  reporting  favourably  on 
their  ambitious  ventures  in  Quebec  and  elsewhere. ^  Mackenzie  and  Mann 
denied  buying  the  paper  for  other  than  business  reasons. 

It  seems  clear  from  the  sequence  of  events  in  January  1905  that 
Mackenzie  and  Mann  were  not  in  control  of  La  Presse  during  the  crucial 
period  in  October  of  1904,  and  that  Graham,  Russell  and  Greenshields 


1.  Loc.  cit. 

2.  Hunt  to  McLeod,  IS  January,  1905;  Ibid. 

3.  Wm.  Mackenzie  and  D.  D.  Mann  to  Laurier,  IS  January,  1905;  Laurier 
Papers ,  Vol.  351«  p.  93729* 

4.  The  Farrar  report  as  well  as  others  of  the  time  say  very  little 
about  who  actually  controlled  La  Presse  after  the  troubled  affairs 
of  October.  Perhaps  this  was  deliberate.  There  is  good  reason  to 
think  that  Mackenzie  and  Mann  would  not  want  to  publicize  the  fact 
that  they  had  bought  control  of  the  paper. 
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were  not  merely  their  agents.^  The  Canadian  Northern  promoters  were 
certainly  unhappy  with  many  aspects  of  LaurierTs  railway  policy  but 
they  were  not  the  guiding  spirit  behind  the  La  Presse  plot  which 
sought  to  overthrow  the  government. 


1.  It  is  beyond  the  scope  of  this  thesis  to  discuss  fully  the  bus¬ 
iness  associations  of  these  men  with  American  financiers  and  rail¬ 
way  promoters.  These  were  probably  more  important  than  has  been 
recognized  to  date. 
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Chapter  V  -  Completing  the  Prairie  System .  1904.  -  193-1 . 


1. 

By  1904  it  had  become  clear  that the  federal  government  had  decided 
although  somewhat  reluctantly,  that  coercion  would  not  be  used  to  bring 
about  an  arrangement  or  amalgamation  between  the  Canadian  Northern  and 
Grand  Trunk  interests.  Cabinet  divisions  ensured  that,  for  the  time 
being  at  least,  both  systems  would  survive.  Both  systems  immediately 
began  programs  of  very  rapid  expansion  and  consolidation. 

For  Mackenzie  and  Mann  the  years  immediately  following  1904  were 
largely  taken  up  with  the  rounding  out  of  their  railway  system  in  west¬ 
ern  Canada.  During  the  period  from  1904  to  1911  the  Canadian  Northern 
increased  its  railway  mileage  on  the  prairies  from  952  miles  to  3331 
miles. ^  Charter  rights  and  bond  guarantees  for  many  more  lines  were 
arranged  during  these  years.  By  1911  the  pattern  of  Canadian  Northern 
development  across  the  prairies  had  been  clearly  established.  The 
manner  in  which  the  Canadian  Northern  rounded  out  its  railway  system 
in  the  region  where  it  enjoyed  its  greatest  strength  will  be  the  sub¬ 
ject  of  this  chapter. 


2. 

In  1904  the  Canadian  Northern  Railway  was  still  very  largely  a 
Manitoba  railway.  It  had  930  miles  of  railway  in  that  province  while. 


1.  Annual  Reports  of  the  Board  of  Directors  of  the  Canadian  Northern 
Railway.  1904  and  1911.  The  figures  given  relate  only  to  the 
areas  which  now  comprise  the  three  prairie  provinces.  They  do 
not  include  the  Ontario  portion  of  the  line  to  Port  Arthur  although 
this  was  usually  considered  a  part  of  the  western  section  of  the 
Canadian  Northern. 
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outside  of  Manitoba,  it  had  only  a  22  mile  line  in  the  North  West 
Territories  and  the  main  line  to  Port  Arthur  consisting  of  43.7  miles 
in  Minnesota  and  353*7  miles  in  Ontario. ^ 

The  Canadian  Northern’s  first  response  to  the  threat  of  the  Grand 
Trunk  Pacific  was  to  consolidate  its  already  strongly  entrenched  posi¬ 
tion  in  the  province  of  its  origin*  An  important  step  in  this  direction 
was  taken  in  1902  when  the  Manitoba  government  agreed  to  increase  the 

provincial  bond  guarantees  from  $8,000.  to  $10,000.  per  mile  on  Canadian 

2 

Northern  lines.  The  justification  for  such  action  was  the  fact  that 
traffic  had  increased  and  improvements  on  the  Manitoba  lines  were 
required.  In  addition,  the  federal  government  had  tentatively  agreed 
to  a  $13,000.  per  mile  bond  guarantee  for  a  Canadian  Northern  line  to 
Edmonton.  This  indicated  the  need  for  more  liberal  assistance  by 
Manitoba  if  new  branch  lines  there  were  not  to  be  neglected  in  favour 
of  new  construction  in  the  Territories. 

Mackenzie  and  Mann  or  their  agents  also  gained  control  of  four 
local  Manitoba  railway  charters.  These  charters  gave  them  the  neces¬ 
sary  powers  to  build  extensive  branch  lines  throughout  the  province. 

The  four  railways  involved  were  the  Morden  and  North  Western  Railway, 
incorporated  in  1901  and  empowered  to  build  in  southern  and  western 
Manitoba the  Western  Extension  Railway,  incorporated  in  1903  and 


1.  Loc.  cit.  It  should  be  pointed  out  at  once  that  by  1904  Mackenzie 
and  Mann  were  already  interested  in  railway  charters  in  other 
provinces,  but  these  were  not  yet  a  part  of  the  Canadian  Northern. 
They  are  dealt  with  in  later  chapters  of  this  thesis. 

2.  MANITOBA.  1^  Edw.  VII.  cap.  42. 

3.  C.  N.  Vol.  1544  and  1545.  Minute  Book  and  Stock  Certificate  Book 
of  the  Morden  and  North  Western  Railway.  MANITOBA.  1  Edw.  VII. 
Cap.  61.  See  also  Statutory  History,  p.  395* 
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empowered  to  build  in  south-western  Manitoba;^-  the  Northern  Extension 
Railway,  incorporated  in  1904  and  authorized  to  build  branch  lines  in 
North-western  Manitoba;^  and  the  Winnipeg  and  Northern  Railway,  incor¬ 
porated  in  1906  and  authorized  to  build  from  Winnipeg  north-easterly  to 

3 

Grand  Beach  and  Victoria  Beach  on  Lake  Winnipeg.  The  charter  privileges 
of  the  several  companies  amalgamated  to  form  the  Canadian  Northern  pro¬ 
vided  additional  and  extensive  charter  rights  to  build  new  branch  lines 
in  Manitoba. 

Much  new  railway  mileage  was  thus  authorized,  but  construction  was 
often  slow.  Up  to  1911  only  72  miles  of  the  Morden  and  North  Western,^ 
223  miles  of  the  Western  Extension^,  and  46  miles  of  the  Northern  Exten¬ 
sion  Railway^  had  been  completed.  In  Manitoba,  as  elsewhere,  Mackenzie 
and  Mann  always  had  far  more  construction  work  in  hand  than  they  could 
properly  handle.  They  were,  however,  very  successful  in  blanketing  the 
province  of  Manitoba  with  their  railway  charters  and  their  construction 
record  is  a  remarkable  one  if  compared  by  any  standard  other  than  that 
of  charter  rights  obtained  by  the  ambitious  promoters.  In  fact  Canadian 


1.  C.  N.  Vol.  1426.  Minute  Book  of  the  Western  Extension  Railway. 
MANITOBA.  3  Edw.  VII,  Cap.  67.  See  also  Statutory  History. 

p.  632,  and  Kearney,  p.  210. 

2.  MANITOBA.  3-4  Edw.  VII.  Cap.  77;  Statutory  History,  p.  427  and 
Kearney,  p.  212. 

3.  MANITOBA.  5-6  Edw.  VII.  Cap.  122;  Statutory  History,  p.  641,  and 
Kearney,  p.  213. 

4.  Kearney,  p.  209. 

5.  Loc.  cit. 

6.  Ibid. .  p.  212. 
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Northern  promotional  literature  later  made  much  of  the  fact  that  over 
a  twenty  year  period  Mackenzie  and  Mann  added  an  average  of  one  mile  of 
new  railway  per  day.  This  was  certainly  a  very  significant  factor  in 
the  economic  growth  of  the  country  during  that  twenty  year  period. 

In  Manitoba  smaller  new  bond  guarantees  continued  to  be  negotiated 
and  the  Canadian  Northern  mileage  in  the  province  increased  from  930 
miles  in  1904  to  1,752  miles  in  1911  and  a  final  high  of  1,9S4  miles 
in  1917 After  1904,  however,  the  center  of  Mackenzie  and  Mann’s 
activities  shifted  westward  into  the  Territories  that  were  soon  to 
become  the  provinces  of  Alberta  and  Saskatchewan. 

Before  leaving  the  Manitoba  operations  reference  must  be  made  to 
one  other  railway  project.  This  was  a  new  line  to  Duluth.  This  line, 
although  outside  the  boundaries  of  Manitoba,  had  a  significant  bearing 
on  the  overall  traffic  pattern  of  Winnipeg  and  the  territories  for 
which  Winnipeg  served  as  the  gateway. 

By  building  to  Port  Arthur,  the  Canadian  Northern  had  established 
a  competitive  Canadian  road  for  the  western  Canadian  export  business, 
particularly  the  export  of  grain.  This  main  line, however,  did  not 
give  the  railway  the  same  advantages  in  regard  to  the  carriage  of 
western  imports.  The  products  imported  by  western  Canada  were  largely 
manufactured  goods,  many  coming  from  the  United  States.  In  order  to 
compete  effectively  for  American  traffic  bound  for  western  Canada, 
Mackenzie  and  Mann  needed  a  connection  with  the  American  lakehead  port 
of  Duluth.  The  Canadian  Northern  always  suffered  from  a  serious  imbalance 

1.  These  are  the  mileages  as  shown  in  the  Canadian  Northern  Annual 
Reports  for  1904,  1911  and  1917.  It  should  be  noted  that  the  1911 
Manitoba  boundary  extensions  helped  increase  the  railway  mileage 
of  the  province. 
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of  traffic,  eastbound  traffic  always  very  considerably  exceeding  that 
bound  for  the  prairies.  The  matter  was  therefore  of  great  concern  to 
Mackenzie  and  Mann.  A  competitive  link  with  Duluth  might  do  for  their 
railway  what  the  Soo  line  had  done  earlier  for  the  C.  P.  R. 

There  was  also  another  inducement  for  them  to  build  to  Duluth. 
Mackenzie  and  Mann  were  very  much  interested  in  the  riches  and  promises 
of  the  Missabi  iron  range.  They  confidently  hoped  the  range  extended 
well  into  Canada  and  for  a  time  they  looked  upon  Atikokan  as  the  future 
iron  ore  capital  of  Canada.^"  Mackenzie  and  Mann  were  eager  to  partic¬ 
ipate  in  the  lucrative  iron  ore  trade.  One  of  their  acquired  railways, 
the  Port  Arthur,  Duluth  and  Western,  had  built  from  Port  Arthur  to 
Gunflint,  Minnesota,  and  had  been  inspired  by  hopes  of  profits  in  the 
transportation  of  iron  ore. 

It  was  known  that  the  ore  trade  of  the  range,  whether  coming  from 
Canada  or  the  United  States,  would  have  to  go  to  American  centers  for 
processing  into  steel.  A  connection  at  the  American  lakehead  therefore 
seemed  absolutely  essential.  The  Gunflint  line,  however,  did  not  fit 
into  Mackenzie  and  Mannfs  plans.  It  would  do  nothing  to  secure  for  the 
Canadian  Northern  Canadian  bound  traffic  from  the  United  States.  A 
route  from  Duluth  to  Port  Arthur  to  Winnipeg  was  clearly  circuitous 
and  uneconomical. 

It  was  therefore  logical  for  Mackenzie  and  Mann  to  acquire  a  major¬ 
ity  interest  in  a  second,  more  favourably  located,  railway  to  Duluth. 
This  they  did  in  1905  when  they  purchased  a  51#  interest  in  the  Duluth, 

1.  It  says  a  great  deal  about  the  hopes  of  the  two  promoters  in  this 
regard  and  also  about  their  philosophy  of  railroading  that  the 
private  car  of  the  Canadian  Northern  president  was  named  the 
"Atikokan" . 
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Rainy  Lake  and  Winnipeg  Railway  from  the  Minnesota  logging  firm  of 
Cook  and  OfBrien.  This  road  had  already  been  completed  from  the  Can¬ 
adian  Northern  bridge  at  Fort  Frances  to  Virginia,  Minnesota,  a  dis¬ 
tance  of  approximately  92  miles. 

In  1908  arrangements  were  made  to  build  the  remaining  distance 
to  Duluth.  To  do  this,  a  new  company  was  incorporated,  the  Duluth, 
Winnipeg  and  Pacific  Railway.  It  carried  a  $6,000,000.  capitalization 
and  Mackenzie  and  Mann  immediately  turned  over  their  51$  interest  in 
the  Duluth,  Rainy  Lake  and  Winnipeg  Railway  to  the  new  Company  in 
exchange  for  shares  of  that  company. 

The  Duluth,  Winnipeg  and  Pacific  Railway  immediately  brought  out 
a  new  bond  issue.  These  bonds,  or  proceeds  from  their  sale,  were  to 
finance  construction  of  the  required  new  mileage  to  Duluth,  to  retire 
or  exchange  all  outstanding  bonds  of  the  Duluth,  Rainy  Lake  and  Winnipeg 
Railway,  and  to  purchase  Cook  and  0tBrients  remaining  49$  interest  in 
that  railway,  which  they  had  agreed  to  sell.  A  special  feature  of 
these  new  Duluth,  Winnipeg  and  Pacific  bonds  was  that  they  were  to  be 
guaranteed  by  the  Canadian  Northern  Railway.  The  Canadian  Northern  was 
to  receive  51$  of  the  stock  of  the  Duluth,  Winnipeg  and  Pacific  stock 
in  return  for  the  guarantee.^- 

In  order  to  grant  this  guarantee  the  Canadian  Northern  needed  the 


1.  These  transactions  are  described  in  considerable  detail  in  the 
Arbitration  proceedings  and  in  the  various  letters  and  memoranda 
prepared  by  Mackenzie,  Mann  or  Lash  when  seeking  federal  approval 
of  a  Canadian  Northern  guarantee  on  the  Duluth,  Winnipeg  and 
Pacific  bonds.  Mann  to  Graham,  1  April,  1909;  Laurier  Papers. 

Vol.  569,  pp.  154283-154284;  Memorandum  by  Lash,  Ibid. .  pp.  154285- 
154286;  Lash  to  Laurier,  17  April,  1909;  Ibid. ,  pp.  154896-154897; 
Arbitration,  pp.  413,  685-688,  2539-2542. 
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approval  of  the  federal  government.  That  government  was  not  enthusi¬ 
astic  about  the  proposed  American  venture  and  only  approved  after  strong 
assurances  that  the  Duluth  line  would  not  be  used  to  divert  Canadian 
traffic  to  American  channels.^  Canadian  Northern  intentions,  its  pro¬ 
moters  argued,  were  quite  the  reverse.  They  needed  the  Duluth  con¬ 
nection  to  ensure  that  Canadian  bound  traffic  coming  through  Duluth 
would  pass  into  Canadian  channels  at  that  point,  rather  than  go  by 
American  channels  as  far  as  Winnipeg.  News  of  J.  J.  Hill’s  plans  to 
extend  either  the  Great  Northern  or  the  Northern  Pacific  to  Winnipeg 
were  used  to  good  effect.  After  some  hesitation  the  federal  govern¬ 
ment  agreed  to  the  guarantee. 

As  part  of  their  purchase  agreement  with  Cook  and  O’Brien,  Mackenzie 
and  Mann  entered  a  contract  for  the  transportation  of  the  large  lumber 
traffic  of  the  Minnesota  loggers.  Cook  and  O’Brien  lumber  shipments 
reached  200,000,000  feet  per  annum, 2  and  this  contract  alone  paid  fixed 
charges  on  the  new  road  for  several  years.  A  2,000,000  ton  per  year 
ore  traffic  was  also  predicted  by  the  promoters.  If  the  Winnipeg  to 
Duluth  through  traffic  were  added,  the  line,  in  Mann’s  opinion, 

"promises  to  be  the  best  asset  in  the  way  of  a  branch  line  that  the 
Canadian  Northern  Railway  will  have". 3 

In  fact  the  ore  traffic  on  the  new  Duluth  road  failed  to  material¬ 
ize.  The  American  roads  owned  by  or  allied  with  the  large  American 


1.  Mann  to  Graham,  1  April,  1909;  Laurier  Papers .  Vol.  569. 
pp.  154283-154284. 

2.  Loc.  cit. 

3.  Memorandum  by  Lash,  undated.  Ibid. .  pp.  154285-154286. 
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steel  industries  continued  to  dominate  the  ore  traffic.  In  time  the 
lumber  business  also  fell  off,  but  the  line,  which  was  only  completed 
to  Duluth  in  1912,  continued  to  be  a  profitable  one.  The  49$  stock 
acquired  by  Mackenzie,  Mann  and  Co.  in  1908  from  Cook  and  0*Brien, 
as  distinct  from  51$  they  had  held  earlier  and  transferred  to  their 
Canadian  Northern,  became  the  subject  of  discussion  and  concern  at  the 
1918  Arbitration  hearings.  It  proved  a  profitable  investment  for  the 
promoters. 


3. 


Mackenzie  and  Mann's  first  major  concern  when  they  turned  their 
attention  westward  after  1903  was  the  extension  of  the  Canadian  North¬ 
ern  mainline  as  far  as  Edmonton  and  of  the  northern  branch  as  far  as 
Prince  Albert. 

In  the  Territories,  as  in  Manitoba,  Mackenzie  and  Mann  needed 
substantial  government  assistance  in  order  to  build  railways.  The  only 
government  which  could  provide  such  assistance  was  the  federal  govern¬ 
ment.  Fortunately  that  government  was  willing  to  assist  railway  exten¬ 
sion  on  the  prairies.  It  was  prompted  by  a  strong  public  demand  for 
railway  expansion  and  the  realization  that  new  railways  were  absolutely 
essential  for  the  success  of  a  vigorous  immigration  program. 

The  basic  arrangements  in  regard  to  federal  assistance  for  the 
Canadian  Northern  line  to  Edmonton  were  concluded  before  the  Grand  Trunk 
made  known  its  intention  of  building  to  the  Pacific.  In  1901,  when  the 
federal  government  ratified  and  approved  the  lease  arrangements  between 
the  Canadian  Northern,  the  Northern  Pacific,  and  the  Manitoba  govern¬ 
ment,  an  informal  agreement  was  also  reached  between  Mackenzie  and  Mann 
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and  several  prominent  prairie  politicians  whereby  rate  concessions 
similar  to  those  granted  in  Manitoba  would  be  put  into  effect  in  the 
Territories  in  return  for  federal  assistance  for  the  Edmonton  line. 

A  joint  letter  from  several  western  Liberals  to  Laurier  in  1903  stated, 
’’There  has  been  some  bargain  as  to  Government  control  of  rates  (on  the 
Canadian  Northern) ;  assumed  with  a  view  to  securing  approximately 
minimum  rates... we  consider  that  the  grain  rate  over  the  C.  N.  R.  line 
and  branches  in  the  Territories  should  be  a  rate  not  higher  than  a  ten 
cent  rate  between  Winnipeg  and  Port  Arthur  with  the  usual  reductions 
for  the  longer  hauls. 

The  federal  government,  or  at  least  several  prominent  western 
members,  had  agreed  to  a  federal  bond  guarantee  of  $13,000.  per  mile 
for  the  620  mile  extension  from  the  end  of  steel  at  Grandview,  Manitoba, 
to  Edmonton.  Hays  of  the  Grand  Trunk  Pacific,  in  commenting  on  his 
efforts  to  divert  all  federal  aid  from  the  Canadian  Northern  to  his 
company,  wrote,  ”He  (Mackenzie)  claims  the  Government  is  committed  to 
this  aid  and  he  has  at  least  two  members  of  the  Cabinet  supporting  him.  ”2 
When  the  Grand  Trunk  revealed  its  plans,  Mackenzie  and  Mann  suc¬ 
cessfully  pressed  the  federal  government  into  converting  this  commit¬ 
ment  into  appropriate  legislation, ^  despite  Hays’  determined  attempts  to 
prevent  it.^ 

During  the  debate  on  this  legislation  one  major  difference  of 

1.  Frank  Oliver,  Walter  Scott,  James  M.  Douglas,  to  Laurier,  (1903); 
Laurier  Papers,  Vol.  218,  pp.  61217-61222. 

2.  Hays  to  Wilson,  21  February,  1903;  Hays  Papers,  pp.  91. 

3.  DOMINION.  2  Edw.  VII.  Cap.  7. 

4.  Hays  to  Wilson,  6  March, 1903;  Hays  Papers,  pp.  97-98. 
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opinion  between  the  western  and  federal  Liberals  developed.  The  federal 
government,  at  the  insistence  of  railway  minister  A.  G.  Blair,  was  com¬ 
mitted  to  legislation  which  would  establish  a  Board  of  Railway  Commis¬ 
sioners.*^  One  of  the  major  responsibilities  of  this  Board  was  to  be 
the  review  and  approval  of  freight  rates  to  be  charged  on  federally  sub¬ 
sidized  railway  lines  across  the  country.^ 

Blair  felt  that  separate  and  regional  rate  agreements  with  the 
Canadian  Northern  might  impair  or  hamper  the  functions  of  the  new  Board. 
He  was  therefore  reluctant  to  agree  to  specific  maximum  rates  to  be 
charged  on  the  federally  assisted  portions  of  the  Canadian  Northern. 

Such  specific  rates  were  to  be  determined  and  approved  by  the  Board. 

All  the  supporters  of  the  new  Board  of  the  Railway  Commissioners  wanted 
was  an  agreement  by  the  Canadian  Northern  that  it  would  submit  its  rate 
schedules  to  the  Board  for  review  and  approval  before  putting  them  into 
effect . 

Western  leaders,  however,  were  strong  in  their  demand  for  specific 


1.  The  establishment  of  the  Board  of  Railway  Commissioners  was  one  of 
Blair* s  pet  projects.  It  was  not  directly  the  product  of  the  Man¬ 
itoba  agreements  but,  on  the  other  hand,  was  not  seen  as  an  immediate 
challenge  to  these  agreements  with  the  Canadian  Northern.  It  was 

an  attempt  by  the  federal  government  to  enunciate  and  implement 
federal  railway  policies  and  to  rationalize  railway  operations 
across  the  country. 

2.  Initially  the  Board  of  Railway  Commissioners  did  not  have  regula¬ 
tory  powers  over  the  freight  rate  policies  of  all  Canadian  railways. 
The  C.  P.  R.,  with  the  exception  of  rates  regulated  by  the  Crow*s 
Nest  Pass  Agreement,  did  not  have  to  answer  directly  to  the  Board 
for  its  rate  policies.  After  1904,  however,  the  government  refused 
to  aid  railways  unless  they  agreed  to  rate  control  by  the  Board  on 
the  assisted  lines.  In  such  cases  the  Board* s  powers  were  usually 
used  only  to  determine  maximum  rates  to  be  charged,  and  to  ensure 
that  unfair  business  practices  were  not  resorted  to  in  areas  where 
individual  companies  enjoyed  competitive  advantages  or  monopolies. 


«...  ...  ..  *iw  :  ...  v.  t:.'iv  1.  :  VO  V  .  ^ 

.......  .....  -  ■  •  •  ' 

.  LifiH  2o  bTUx  i  i ..  ■  oi  l . -  .  .. 

...  . .  .  . . '.  ..  .  v  .  '.  ai\ 

l  s  v.  <.(>  v  -o  ..Vo4,:-.  .  l  Yfe-:'  Qf'v 

'  . ......  v  •  ...  -•  i  .  • 

r  >  ...  :  C.‘,  .  i  .  -c..  /.  w.  *.  .... 

v  :f  ..  :  '.  :j  «'  ‘  o-  .  *;  •  . ”<  0  vv  ■ 

. •  Ov  •  j  ...  ... 

.......  ■  ..  '.V  i.  '.  i;.  0-\-  "...  >  o  V:  • 

...  :  w  .  c  4  ^fu  t,  ©m  .v-  -  ..v  r. r. '  ov  riw 

bs^ftbW  fiiwic  .a.8i;.’3;!fv'  \j  vXiaf  JfU  .<  1-j.o.  \  <  «  0  •  ‘  .  8*1  -  *  --  • 

....  ..  v:  %ti  Jr.iiJ-  nioii^ioT4  nxihsru&O  9itt  yyt  iruvi 90*131 

X 

.....  ,  .  ..  ■  Si  3  C  J  i 


v  ;  i 


•.J.-  c  .  \.x:..  r  :  i1  o-tv?  t  i  .  ■.  .  .  C- 


.  ;  •  :  .  I  •  • '  >' >  --  O'.  O  sjf.-.  '  —  ..  .  L  V  j 

.  :  .  ••  1 

t  ,  1.  ■•"i.J  r c*  .c  o- j:  .  ■  ..... 

.  ~  ,  ..  ■  ....  : 

.  .  ‘  ■  ..  V  ,  . 

j.  /xsqo  ^svlX£*X  SfixXjB/tciJr*:  c  :  j  esicilcq  ^  wX 

:  •  > 

.....  .  •.  ..  '.  .  *. .  ■  t-  r->  ■.-•  ■  ■  •  - 

...  eiswoq  X*c3 

...  . 

lew .  /jBfi  -ton  bib  tdnsmsorrv  ena’i  ieeH 

.  .  .  .  ■. 

. 

..  .  ^jau  8‘xew  ■  ;  .  ...  bs^eieejB  ©ito 

.....  .  : 

_  ■  w  c-  ■. .  •.  n  ov. .  r  :jc£*xq  oo9 1  Ujj.:  r-.i.  2:ur  .... 

...  ■  .  ..  9  • 


153 


maximum  rates  similar  to  those  already  obtained  by  Manitoba.  Past 
experience  with  federal  railway  policies,  and  the  success  of  the  Mani¬ 
toba  agreements,  convinced  them  that  there  was  much  to  be  gained  by 
writing  specific  maximum  rates  to  be  charged  on  the  assisted  lines 
right  into  the  subsidy  or  bond  guarantee  agreements.  On  their  own 
they  set  up  a  table  of  maximum  rates  from  Edmonton  to  the  Lakehead  and 
submitted  it  to  Mackenzie  and  Mann.  They  indicated  a  willingness  to 
accept  the  proposed  rates.  The  westerners  now  wanted  this  table  of 
rates  or  a  modification  of  it  written  directly  into  the  Canadian  North¬ 
ern  bond  guarantee  agreements  with  the  federal  government.  The  safe¬ 
guards  to  be  obtained  under  the  new  railway  commission,  they  argued, 
"may  under  many  circumstances  be  only  an  empty  phrase."'^ 

These  Liberals  then  went  on  specifically  to  praise  the  arrange¬ 
ments  made  by  the  Conservatives  of  Manitoba. 

"The  example  of  the  bargain  between  the  Province  of  Manitoba  and 
the  Canadian  Northern  Railway  argues  against  an  indefinite  control 
as  compared  with  definite  rates.  Although  that  Government  (the 
federal  government)  has  absolute  control,  it  is  being  subjected 
(in  the  West)  to  most  bitter  and  effective  criticism  because  that 
control  has  not  yet  produced  greater  beneficial  results."1 2 3 

The  final  legislation,  as  virtually  all  other  railway  legisla¬ 
tion  of  the  day,  was  a  compromise.  In  order  to  allow  the  newly  created 
Board  of  Transport  Commissioners  to  fulfill  its  role  of  determining 
maximum  rates,  no  specific  rates  were  set,  but  provision  was  made 
for  a  specific  rate  agreement  to  be  worked  out  later. 3  This  meant 
that  Mackenzie  and  Mann  got  their  subsidy  without  any  clear  cut  con¬ 
cessions,  despite  the  fact  that  they  were  willing  to  make  such  con¬ 
cessions.  The  matter  was,  as  might  be  expected,  the  source  of  some 

1.  Oliver,  Scott  and  Douglas  to  Laurier,  (1903) ;  Laurier  Papers ,  Vol. 

218,  pp.  61217-61222. 

2.  Ibid.,  p.  61218. 


3.  DOMINION ,  2  Edw.  VII.  Cap.  7. 
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misunderstanding  later  when  the  promoters  balked  at  certain  specific 
rate  reductions. ^ 

Construction  was  begun  almost  immediately  after  federal  assistance 
for  the  new  line  was  assured.  Generally  the  areas  through  which  the 
new  line  was  to  pass  were  immensely  enthusiastic  about  the  project.  It 
had  been  expected  for  some  time  that  Edmonton  would  be  the  destination 
of  the  Canadian  Northern.  Mackenzie  and  Mann  already  controlled  the 
charter  of  the  Edmonton,  Yukon  and  Pacific  Railway.  Under  this  charter 
they  had  completed  a  short  spur  line  from  Edmonton  to  Strathcona  on  the 
south  shore  of  the  North  Saskatchewan  opposite  Edmonton.  Strathcona 
was  the  terminus  of  the  Calgary  and  Edmonton  Railway  and  this  short  spur 
line,  which  was  put  into  operation  on  21  October,  1902,  marked  Edmonton* s 
first  rail  connection  with  the  rest  of  Canada.  The  occasion  was  enthusi¬ 
astically  celebrated.  A  public  holiday  was  declared  and  school  children 
were  given  free  rides  on  the  new  railway.  The  spur  line  was  nothing 
heroic  and  the  rolling  stock  on  it  consisted  mostly  of  abandoned  American 
equipment,  but  the  free  rides,  the  low  rates,  and  the  promise  of  a  dir¬ 
ect  Canadian  Northern  connection  in  the  near  future  left  Edmontonians 
enthusiastic. 

The  original  construction  plan  called  for  the  line  to  reach  the 


1.  Mann  to  Sifton,  30  April,  1904;  Sifton  Papers.  Vol.  166.  pp.  133938- 
133939.  The  misunderstanding  arose  over  specific  rate  reductions 
which  the  politicians  said  the  promoters  had  agreed  to  in  principle 
but  which  the  promoters  claimed  were  not  a  part  of  the  general 
understanding  on  which  the  aid  was  granted. 

2.  The  charter  of  the  Edmonton,  Yukon  and  Pacific  Railway  was  later 
used  by  Mackenzie  and  Mann  to  build  from  Edmonton  to  the  British 
Columbia  border  where  the  Canadian  Northern  connected  with  the 
Canadian  Northern  Pacific  Railway. 
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south  side  of  the  South  Saskatchewan  near  Saskatoon  before  the  1903 
winter  freeze  up.  Edmonton  was  to  be  reached  in  1904 .  This  plan  proved 
too  optimistic,  partly  because  several  sub-contractors  on  the  new  line 
failed  to  live  up  to  commitments  and  partly  because  of  considerable 
labour  unrest  on  the  Canadian  Northern  which  was  very  slow  in  recog¬ 
nizing  unions  as  proper  bargaining  agents  for  its  employees.1 2 

Despite  these  difficulties  the  new  line  began  to  take  out  traffic  on 
the  completed  portion  of  the  line  as  early  as  March  of  1904.  It  became 
customary  for  the  construction  department  of  the  Canadian  Northern  to 
take  time  off  periodically  and  run  a  freight  train  or  two  over  partially 
completed  but  already  usable  track.  This  service  met  pressing  local  needs 
and,  although  rates  for  such  service  were  usually  high,  was  favourably 
received  by  the  settlers  along  the  new  line.  It  enabled  them  to  get  their 
produce  to  market  by  rail  one  and  sometimes  two  years  earlier  than  might 
otherwise  have  been  the  case.  It  was  another  way  in  which  the  policies  of 
the  Canadian  Northern  tended  to  differ  from  those  of  other  railways  which 
preferred  to  complete  construction  before  engaging  in  freight  operations. 

The  Board  of  Railway  Commissioners  to  whom  the  matter  was  referred 
because  of  the  higher  rates  and  because  the  new  line  had  not  been  properly 
inspected  or  approved  for  public  service  declined  to  interfere  in  the 
matter. ^  Prairie  politicians  insisted  that  the  railways  take  out  the 
produce  of  their  region  as  soon  as  possible,  even  if  not  fully  completed 
up  to  specifications.  Such  service  tended  to  delay  construction  work 
but  it  earned  the  railway  some  revenue,  helped  establish  favourable 

1.  In  July  of  1902  the  Canadian  Northern  faced  a  bitter  strike  over 
the  railway’s  refusal  to  recognize  the  workers’  organization. 

Manitoba  Free  Press.  July  4,  7,  H  and  15,  1902. 

2.  Board  of  Railway  Commissioners.  Transcript  of  Evidence.  Vol.  8, 
pp.  3572-3578. 
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traffic  patterns  in  competitive  areas,  and  often  engendered  good  will. 

Perhaps  the  most  important  single  dispute  in  the  construction  of 
the  Canadian  Northern  line  to  Edmonton  was  the  railway1 s  decision  to 
bypass  the  old  town  of  Battleford  and  to  cross  the  Saskatchewan  River 
some  eight  miles  upstream  from  the  old  Territorial  capital.  This  effec¬ 
tively  marked  the  end  of  Battleford  as  a  centre  of  major  importance. 

The  reasons  given  by  the  Canadian  Northern  for  bypassing  the  old 
town  were  technical  and  engineering  difficulties.  The  problem  was  to 
build  a  bridge  across  the  Saskatchewan  and  at  the  same  time  maintain 
favourable  grades.  The  rapidly  rising  Eagle  Hills  and  the  shifting 
soil  at  the  foot  of  these  hills,  as  well  as  the  increased  construction 
costs  of  a  bridge  at  Battleford  proper,  were  the  factors  given  for  the 
decision.  Mann  outlined  the  Canadian  Northern  position  in  some  detail. 

,fI  beg  to  report. . .that  we  have  located  two  feasible  crossings  of 
the  Saskatchewan  River  at  Battleford,  one  at  Battleford  and  the  second 
one  east  of  Battleford  and  just  immediately  west  of  the  junction  of 
the  Battle  River  with  the  Saskatchewan  River. 

Our  Chief  Engineer  estimated  the  cost  of  the  bridge  directly 
opposite  the  Town  of  Battleford  at  $785,814.  and  the  other  crossing 
just  east  of  Battleford  at  $719,395.  while  our  estimated  cost  of  the 
original  crossing  as  located  eight  miles  west  of  Battleford  is  $244,000. 
so  that  the  most  favourable  crossing  in  the  vicinity  of  Battleford  would 
cost  $475,395.  in  excess  of  the  original  crossing,  and  the  crossing 
directly  opposite  Battleford  will  cost  $541,814.  in  excess  of  the 
original  location. . . . 

It  appears  to  me  that  if  the  Government  is  not  prepared  to  bonus 
the  bridge  to  the  extent  of  at  least  $500,000.  that  we  cannot  in  fair¬ 
ness  be  asked  to  divert  the  line  into  Battleford.,,-L 

The  Battleford  townspeople  were  not  prepared  to  accept  this  explan¬ 
ation.  In  an  appearance  before  the  Board  of  Railway  Commissioners  they 
argued  that  Canadian  Northern  estimates  were  inaccurate  and  that  the 


1.  Mann  to  Sifton,  22  March,  1904;  Sifton  Papers.  Vol.  166.  pp.  133935- 
133936. 
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real  reason  for  bypassing  Battleford  was  land  speculation  in  townsite 
lots  in  the  future  town  of  North  Battleford."^"  No  concrete  evidence  or 
proof  of  such  speculation  was  presented  and  neither  the  Board  of  Railway 
Commissioners  nor  the  federal  cabinet  placed  much  credence  in  the  claim.  ^ 
let  the  suspicion  has  long  remained  that  quick  land  sale  profits  were 
the  real  reason  for  bypassing  Battleford.  T.  0.  Davis,  the  Member  of 
Parliament  for  Prince  Albert  and  one  of  the  alleged  benefactors  of  this 
speculation,  became  quite  worried  and  wrote  to  Sifton,  "this  ugly  feeling 
in  Battleford  will  have  to  be  quieted  in  some  way... I  will  leave  it  to 
you.  Figure  out  what  is  the  best  thing  to  be  done.”^  Davis  suggested 
that  a  substantial  federal  land  grant  to  the  Canadian  Northern  in  the 
old  Battleford  Township  might  bring  the  railway  to  the  old  townA  Later 
at  the  1918  arbitration  hearings  Canadian  Northern  officials  again 
insisted  that  technical  and  construction  difficulties  were  the  real 
reasons  for  the  decision  to  bypass  Battleford. 5 

Developments  after  the  Canadian  Northern  was  built  soon  proved 
that  the  fears  of  Battleford  residents  were  justified.  Their  town  lost 
its  commercial  influence  to  the  rival  town  and  Canadian  Northern  divis¬ 
ional  point  which  sprang  up  on  the  opposite  side  of  the  river.  There 


1.  Board  of  Railway  Commissioners.  Transcript  of  Evidence.  Vol.  8, 
p.  3495. 

2.  I  have  not  examined  the  detailed  land  records  showing  land  trans¬ 
actions  in  this  area  at  that  time  but  the  Saskatchewan  Rural  Directory 
of  1905  does  not  show  any  significant  holdings  by  either  Davis  or 
Mackenzie  and  Mann  or  their  agents. 

3.  Davis  to  Sifton,  18  August,  1903;  Sifton  Papers.  Vol.  140.  p.  112007. 

4.  Davis  to  Sifton,  16  November,  1903;  Ibid.,  pp.  112035-112036. 

5.  Arbitration,  p.  1522. 
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was  particular  irritation  when  the  Canadian  Northern  also  decided  to 
appropriate  the  old  capital’s  name  for  their  new  town  -  North  Battleford. 
Premier  Scott  intervened,  but  to  no  avail.  Willi am  Mackenzie  wrote  the 
obituary  of  the  old  Territorial  capital  and  its  ambitions  when  he 
informed  Scott. 

"We  are  strongly  opposed  to  changing  the  name.  It  is  distinctive 
and  Battleford  being  a  name  that  has  designated  a  large  district  for 
a  number  of  years  past,  we  would  not  want  to  lose  the  advantage  of 
calling  the  town  North  Battleford,  and  I  cannot  see  any  good  reason 
for  making  a  change  or  that  it  is  any  detriment  to  the  old  town  of 
Battleford,  and  we  would  be  very  averse  to  making  any  change. ”1 

The  Canadian  Northern  also  bypassed  Saskatoon,  running  just  slightly 
north  through  Warman.  The  reason  for  this  was  apparently  a  desire  to 
control  as  much  as  possible  of  the  local  traffic  between  the  Saskatchewan 
Rivers.  The  Qu’Appelle,  Long  Lake  and  Saskatchewan  Railway  from  Regina 
to  Prince  Albert  already  served  this  area  but  was  leased  to  the  C.  P.  R. 
Mackenzie  and  Mann  located  their  line  in  such  a  way  as  to  compete  most 
effectively  with  their  rival  for  the  local  traffic.  A  spur  to  Saskatoon 
was  planned. 


4. 


The  second  major  Canadian  Northern  railway  project  undertaken  on 
the  prairies  was  its  nothera  branch  or  branches.  North  of  the  main  line 
it  was  expected  that  the  Canadian  Northern  would  build  on  the  one  hand 
to  Prince  Albert  and  on  the  other  to  Hudson  Bay.  This  in  fact  represented 
two  quite  separate  schemes.  From  Hudson  Bay  Junction  northward  the  new 
line  was  intended  as  a  competitive  new  through  route  over  which  prairie 
wheat  could  reach  European  markets.  The  line  from  Hudson  Bay  Junction 


1.  Mackenzie  to  Scott,  5  March,  1906;  Scott  Papers,  PAS. 
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westward  was  nothing  more  than  a  local  colonization  road  with  some 
pretentions  to  main  line  status. 

Construction  as  far  as  Hudson  Bay  Junction  and  ultimately  The  Pas 
was  financed  on  the  basis  of  the  federal  transportation  contract  and 
land  subsidy,  and  the  Manitoba  bond  guarantees  obtained  by  the  old 
Hudson  Bay  Railway  and  its  successors. 

By  1904  it  seemed  to  many  ardent  western  Canadian  supporters  of  the 
Hudson  Bay  Railway  scheme  that  the  time  had  come  for  the  Canadian  North¬ 
ern  to  exercise  its  predecessors  charter  privileges  and  begin  construc¬ 
tion  northward.  Mackenzie  and  Mann,  however,  were  not  convinced  that 
a  railway  to  the  Bay  would  be  profitable,  even  with  the  available 
assistance.  From  Hudson  Bay  Junction  onward  almost  the  entire  line 
would  pass  through  unproductive  territory  and  the  12,800  acre  per  mile 
land  grant  available  for  mileage  beyond  the  Manitoba  provincial  boundaries 
had  to  be  selected  from  lands  adjacent  to  the  proposed  railway  and  did 
not  have  to  be  "fairly  fit  for  settlement".  It  was  therefore  of 
relatively  small  value,  particularly  for  short  term  financing.  The 
additional  $40,000.  per  year  of  the  transportation  contract  was  not  a 
substantial  form  of  assistance  for  a  450  mile  railway  through  territory 
with  only  sparse  traffic  resources. 

A  series  of  long,  sometimes  agitated  negotiations  between  Mackenzie 
and  Mann,  western  political  leaders,  and  the  federal  government  ensued. 
Mackenzie  and  Mann  were  always  dubious  about  the  proposed  road  and  later 
Mann  admitted  candidly,  "I  did  not  believe  in  the  Hudson1 s  Bay  Road  and 
I  stopped  at  the  Saskatchewan  River. "■*- 


1.  Arbitration,  p.  2675. 
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Early  in  the  negotiations  Mackenzie  and  Mann  agreed  to  build  as 
far  as  the  Saskatchewan  River,  and  ensured  that  the  land  subsidy  would 
be  available  to  that  point. ^  They  were  only  willing  to  go  further  if 
increased  government  aid  became  available.  Mackenzie  and  Mann,  accord¬ 
ing  to  the  recent  Hudson  Bay  Railway  historian,  "wanted  concessions 
that  would  amount  to  government  construction,  with  the  road  being 
handed  over  as  a  gift  to  Mackenzie  and  Mann."1 2 3 

A  number  of  suggestions  and  countersuggestions  were  made.  In  the 
end,  Mackenzie  made  three  general  suggestions,  under  the  terms  of  any 
one  of  which  his  company  would  agree  to  immediate  construction.  The 
Government,  he  felt,  should  agree  to  one  of  the  following. 

"(a)  To  grant  to  the  Company  six  thousand  four  hundred  acres  of 
land  per  mile,  such  land  to  be  fairly  fit  for  settlement  at  the  dis¬ 
posal  of  the  Government  in  the  prairie  sections  of  the  fertile  belt. 

(b)  The  Government  to  pay  to  the  Company  a  cash  subsidy  of 
$15, OCX),  per  mile  and  to  grant  12, BOO  acres  of  land  per  mile  along 
the  line  of  railway. 

(c)  The  Government  to  pay  to  the  Company  $15,000.  cash  per  mile 
and  to  guarantee  payment  of  the  principal  and  interest  on  the 
Company’s  bonds  or  other  securities  at  the  rate  of  $15,000.  per  mile 
secured  by  mortgage  upon  the  line,  such  mortgage  to  contain  reason¬ 
able  provisions  under  which  the  Company  would  not  be  in  default  for 
non-payment  of  interest  during  the  earlier  years  if  net  earnings  of 
the  line  were  not  sufficient  to  meet  such  interest. "3 

This  was  certainly  a  stiff  price  for  the  federal  government  to  pay 
for  the  Hudson’s  Bay  Railway  and  Mackenzie’s  offer  left  Laurier  in  a 
dilemma.  The  West  seemed  united  in  its  demand  for  the  railway,  although 


1.  DOMINION .  4-i  Edw.  YU,  Cap.  104. 

2.  H.  A.  Fleming,  Canada’s  Arctic  Outlet .  Berkeley  and  Los  Angeles, 

1957,  p.  56. 

3.  Wm.  Mackenzie  to  Laurier,  18  January,  1907;  Laurier  Papers .  Vol.  443. 
pp.  118351-118352.  It  is  interesting  to  compare  these  three  alter¬ 
natives.  It  illustrates  the  value  Mackenzie  placed  on  the  phrase, 
"fairly  fit  for  settlement". 
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there  were  many  who  felt  it  should  be  built  directly  by  the  government. 
There  were  few  westerners  who  supported  subsidies  such  as  those  demanded 
by  Mackenzie,  instead  of  direct  government  construction.  Yet  Laurier 
was  convinced  that  the  proposed  railway  could  only  succeed  if  it  were 
built  and  operated  by  and  as  a  part  of  one  of  the  established  trans¬ 
continental  railway  systems.  To  one  correspondent  he  wrote,  ”It  seems 
to  me  that  such  a  road  could  only  be  operated  by  a  Company  which  going 
into  a  new  line  of  business  requires  all  the  elasticity  of  operation 
which  a  company  can  and  the  GovTt  cannot  have.... The  Canadian  Northern, 

I  believe,  is  in  a  better  position  than  any  other  Company  to  build  and 
operate  that  railway  unless  the  Grand  Trunk  Pacific  would  undertake  it, 
to  which  I  would  have  no  objection  at  all,  quite  the  reverse.”^ 

Yet  the  price  asked  by  Mackenzie  seemed  very  high,  while  the  Grand 
Trunk  Pacific  and  the  C.  P.  R.  showed  no  inclination  whatsoever  to  be¬ 
come  involved  in  the  project.  Thus  the  Prime  Minister  wrote  to  one  of 
his  critics. 

"You  say  that  now  the  lands  are  worth  far  more  than  the  cost  of 
the  railway  would  be.  I  rather  believe  you  are  right,  that  the  road 
could  be  built  with  the  subsidy  if  the  land  value  continues  increas¬ 
ing  at  the  same  pace  it  is  now  doing,  but  I  doubt  if  you  will  find  a 
railway  Company  that  would  undertake  to  build  the  road,  operate  and 
maintain  it  even  for  that  subsidy.  There  is  the  whole  difficulty. 

I  am  certainly  not  in  love  myself  with  Messrs.  Mackenzie  and  Mann, 
but  that  is  altogether  beyond  the  question.  The  only  thing  in  which 
I  am  interested  is  to  have  the  railway  built. ”2 


1.  Laurier  to  Cameron,  16  April,  1906;  Laurier  Papers.  Vol.  AQ9. 
p.  109057. 

2.  Laurier  to  Cameron,  7  April,  1906;  Ibid . .  p.  109053.  The  subsidy 
referred  to  in  this  letter  is  the  original  land  subsidy  of  the 
Hudson  Bay  Railway  which  had  lapsed  but  which  the  government  was 
thinking  of  renewing.  The  statement  that  Laurier  was  not  in  love 
with  Mackenzie  and  Mann  should  be  taken  in  the  context  of  this 
letter. 
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To  many  supporters  of  the  Hudson  Bay  Railway  it  became  clear 
that  the  government  would  have  to  build  the  road.  This  alternative 
was  always  popular  in  western  Canada,  and  as  the  negotiations  with 
the  Canadian  Northern  continued  without  producing  any  tangible  results, 
it  gained  more  and  more  adherents.  Many,  like  J.  W.  Dafoe  of  the 
Winnipeg  Free  Press,  doubted  whether  any  of  the  building  transcontinen¬ 
tals  were  really  interested  in  or  would  vigorously  support  a  project 
which  would  serve  to  draw  traffic  away  from  the  main  lines  to  eastern 
Canada.  ’’Nobody  can  make  me  believe,’1  Dafoe  wrote,  ’’that  any  of  the 
transcontinental  railways  can  be  trusted  to  operate  this  road... There 
is  nothing  for  it,  to  my  mind,  if  the  new  road  is  to  be  worth  anything 
to  us,  but  for  the  road  to  be  built  and  operated  by  the  GovH.”**- 

To  the  Liberal  politicians  it  became  increasingly  clear  that  the 
road  must  be  built  but  that  Mackenzie fs  request  for  aid  would  meet  with 
strong  protests  in  western  Canada  and  heavy  bond  guarantees  for  western 
railway  projects  would  irritate  eastern  Liberals. 

It  was  left  to  Sifton,  still  the  master  strategist  of  western 
Canadian  politics,  to  suggest  a  solution  which  eventually,  but  only 
with  reluctant  approval  of  Laurier,  became  the  policy  of  the  government. 
In  1908  he  suggested  in  the  House  of  Commons  that  the  railway  land  sub¬ 
sidy  system  be  liquidated  and  that  the  railways  be  given  another  year 
in  which  to  make  final  selections  of  all  land  subsidies  earned.  After 
that,  lands  in  the  railway  belt  were  to  be  thrown  open  to  pre-emption, 
subject  only  to  one  exception;  3,000,000  acres  should  be  held  back  and 
gradually  sold  by  the  government,  the  proceeds  to  go  into  a  special 


1.  Dafoe  to  Sifton,  16  August,  1910;  Sifton  Papers,  Vol.  193,  p.  154612. 
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fund  to  be  used  to  finance  construction  of  the  Hudson  Bay  Railway.^- 
It  was  to  be  government  construction  financed  by  the  sale  of  specially 
reserved  lands.  It  meant,  of  course,  that  construction  would  be  delayed 
until  the  special  reserve  fund  was  established.  The  proposal  was  not 
particularly  popular  in  the  West  and  severely  strained  relations  be¬ 
tween  Sifton  and  western  Liberals.  The  government  nevertheless  decided 
to  adopt  the  plan.  It  relieved  Mackenzie  and  Mann  of  the  responsibility 
of  building  450  miles  of  railway  for  which  they  held  charter  rights  but 
in  which  they  had  very  little  faith  and  which  they  refused  to  build 
without  substantial  aid.  It  was  one  of  the  very  few  prairie  railway 
projects  which,  once  in  their  control,  escaped  them,  and  even  this 
one  did  not  escape  them  entirely.  It  seemed  ironic  that  when  the  Gov¬ 
ernment  let  its  first  contracts  for  work  on  the  Hudson  Bay  Railway,  the 

2 

successful  contractors  were  Mackenzie  and  Mann.  They  obviously  had 
more  faith  in  construction  contracts  than  in  promotional  exploits  on 
that  railway. 

Mackenzie  and  Mann  nevertheless  regretted  the  loss  of  the  project. 
For  the  right  amount  of  aid  they  were  always  willing  to  build  railways 
anywhere,  particularly  if  these  were  supplemented  and  could  be  connected 
with  their  main  system.  They  refused,  however,  to  risk  large  amounts 
of  their  own  capital  on  the  project  and  it  was  left  to  the  government 
to  continue  the  costly  and  unprofitable  venture.  Mackenzie  and  Mann 
turned  their  attention  westward. 


1.  Hansard.  1908.  pp.  5346-5348. 

2.  Mackenzie  and  Mann  built  the  steel  bridge  at  The  Pas  for  the  govern¬ 
ment.  Most  of  the  contract  work  of  the  Hudson  Bay  Railway  itself 
went  to  J.  D.  MacArthur  of  Winnipeg. 
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The  westward  progress  of  the  Canadian  Northern* s  second  main  line 
toward  Prince  Albert  proceeded  more  satisfactorily  than  its  northward 
progress  to  the  Bay.  On  30  May,  1905,  this  line  was  officially  opened 
for  traffic  as  far  as  Melfort,  and  in  the  following  year  construction 
was  completed  as  far  as  Prince  Albert.  West  of  Prince  Albert  construc¬ 
tion  slowed  and  the  line  eventually  lost  itself  in  a  fragmented  rural 
feeder  system.  The  expectations  of  Prince  Albert  residents  that  this 
line  would  become  a  significant  main  line  were  not  fulfilled.  Instead 
the  line  became  one  of  the  larger  traffic  collector  lines  which  proved 
so  valuable  to  the  Canadian  Northern* s  prairie  system. 


5. 

A  third  proposed  Canadian  Northern  main  line  on  the  prairies 
fared  even  worse  than  the  Prince  Albert  line.  This  was  a  line  from 
Hartney,  the  most  westerly  point  reached  by  the  former  Northern  Pacific 
lines  in  southern  Manitoba,  to  Regina.  It  was  to  run  somewhat  south  of 
the  C.  P.  R.  mainline  and  was  strongly  supported  by  Territorial  Liberals, 
particularly  Walter  Scott,  the  future  premier  of  Saskatchewan. 

It  is  quite  clear  that  in  1904  Mackenzie  and  Mann  were  already 
fully  occupied  with  construction  work  on  their  northern  lines  in 
Saskatchewan.  Yet  they  were  willing  to  undertake  immediate  construc¬ 
tion  of  the  Regina  line  if  the  federal  government  would  provide  a 
$13,000.  per  mile  bond  guarantee  for  the  Saskatchewan  portion  of  the 
line.  The  Manitoba  government  offered  guarantees  for  the  portion  of 
the  line  within  that  province.'1'  Scott  virtually  made  federal  assistance 


1.  D.  D.  Mann  to  the  Minister  of  Railways  and  Canals,  23  June,  1904; 
Laurier  Papers.  Vol.  328.  p.  87184. 
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for  this  line  a  condition  of  his  accepting  the  Saskatchewan  Liberal 
leadership.  ^ 

The  federal  cabinet  could  not  reach  agreement  on  the  proposal. 
Frank  Oliver  was  not  enthusiastic  since  it  might  delay  completion  of 
the  Edmonton  line  which  he  felt  must  be  given  priority.  Eastern  and 
Maritime  politicians  grumbled  about  all  federal  assistance  to  western 
railway  projects  and  were  generally  critical  of  this  particular  project 
which  amounted  to  an  invasion  of  C.  P.  R.  territory.  As  a  result 
nothing  tangible  was  done  in  1904,  except  that  Laurier  indicated  to 
Scott  his  personal  support  for  the  project. 

In  1905  Scott,  now  Liberal  leader  of  Saskatchewan  and  facing  the 
province’s  first  provincial  election,  insisted  that  immediate  steps 
be  taken  to  ensure  construction  of  the  Regina  line.  He  also  demanded 
federal  aid  for  construction  of  the  Hudson’s  Bay  Railway,  the  second 
proposal  to  which  he  was  strongly  committed.  Sifton,  now  out  of  the 
cabinet  but  still  enjoying  considerable  political  influence,  strongly 
supported  Scott’s  demands.  Laurier  promised  his  own  support  for  both 
projects  but  found  the  cabinet  hard  to  handle.  In  August  of  1905  he 
wrote,  ,rWe  could  not  take  up  this  question  and  dispose  of  it  before 
Council  separated,  but  I  will  take  it  up  tomorrow  when  Council  is  to 
meet.  I  must  observe,  however,  that  there  are  some  difficulties  in 
the  way." ^ 

Before  these  difficulties  were  overcome,  Oliver  left  unexpectedly 
for  the  West  and  the  matter  was  temporarily  shelved.  Scott  continued 


1.  Walter  Scott  to  Laurier,  2  July,  1905;  Ibid. .  Vol.  375,  pp.  99906a- 
99906b. 

2.  Laurier  to  Scott,  21  August,  1905;  Ibid. .  Vol.  378,  p.  100586. 
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to  hope  for  federal  aid  for  the  two  railway  projects  and  repeatedly 
threatened  to  withdraw  from  the  election  contest  unless  such  aid  mater¬ 
ialized.  He  was  convinced  that  the  C.  P.  R.  was  lending  strong  support 
to  HaultainT  s  campaign  and  that  he  must  have  the  new  railway  in  order 
to  win  in  southern  Saskatchewan.  Late  in  October,  in  a  state  of  near 
desperation,  he  wrote  to  Laurier. 

”To  be  perfectly  candid.  Sir  Wilfrid,  I  am  in  no  very  amiable 
frame  of  mind.  I  have  been  receiving  constantly  an  abundance  of 
assurances  that  the  importance  of  the  contest  is  recognized  by  our 
friends,  but  it  is  now  three  months  since  I  left  Ottawa  and  the 
things  I  named  as  being  required  for  our  success  have  not  been 
accomplished.  Worse  than  this,  no  assurance  is  forthcoming  that 
these  will  be  accomplished.  I  have  decided  that  if  I  am  not  in  a 
position  to  issue  our  writs  before  9th  November,  I  shall  on  that 
day  tender  my  resignation  to  the  Lieut.  Governor  and  go  back  to 
newspaper  work  as  I  intended  doing  last  July.  Doubtless  Mr.  Sifton 
has  conveyed  to  you  my  message.’*-*- 

Laurier  reassured  Scott  that  he  was  doing  all  he  could.  He  blamed 
Oliver’s  absence  from  Ottawa  for  the  delays.  Yet  nothing  was  done  and 
the  election  writs  were  issued  without  the  conditions  Scott  deemed 
necessary  for  success.  He  was  only  dissuaded  from  his  determination 

p 

to  resign  by  a  large  campaign  contribution  arranged  by  Sifton.  With 
the  help  of  this  campaign  money  and  a  well  organized  Liberal  party 
machine,  Haultain  and  his  followers  were  defeated  in  the  election. 

This,  however,  did  not  prevent  Scott  from  complaining  to  Laurier 
when  the  Prime  Minister  congratulated  him  on  his  success. 


1.  Scott  to  Sifton,  28  October,  1905;  Ibid. .  pp.  102538-102539. 

2.  There  is  a  very  interesting  letter  from  Scott  to  Sifton  in  the 
George  Graham  Papers.  It  was  written  after  the  two  men  had  a  seri¬ 
ous  disagreement  over  Laurier1 2 s  1911  reciprocity  proposals.  Scott, 
seeking  a  general  reconciliation,  offered  to  repay  Sifton  the  money 
he  had  contributed  to  the  1905  campaign.  The  exact  amount  of  money 
involved  is  not  revealed  in  this  letter.  Scott  to  Sifton,  18  March, 
1911;  Graham  Papers.  Vol.  58.  pp.  32301-32304. 
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,fIf  you  will  take  a  glance  at  the  map,  you  will  see  that  we  have 
lost  the  block  of  districts  -  Moosomin,  Whitewood,  Grenfell,  Wolsely, 
and  South  Qu?Appelle,  through  which  the  proposed  C.  N.  R.  southern 
extension  would  run.  Had  this  railway  been  graded  last  fall  accord¬ 
ing  to  the  suggestion  I  made  in  July,  we  should  not  be  mourning  the 
loss  of  Moosomin,  Grenfell,  Wolsely,  or  Regina  City.  The  majorities 
against  us  in  these  districts  are  respectively  36,  34>  25  and  19. 

It  is  difficult  to  see  how  Mackenzie  and  Mann  could  possibly  have 
done  much  construction  work  on  the  Regina  line  in  1905  unless  there  was 
a  slowdown  on  some  other  line.  The  failure  to  get  federal  assistance 
for  this  and  the  Hudson  Bay  line  probably  represented  a  greater  fail¬ 
ure  for  Scott  than  it  did  for  Mackenzie  and  Mann.  It  amply  demonstrates 
one  important  point  about  Canadian  Northern  affairs  in  Saskatchewan. 

The  Premier  always  had  far  more  work  in  store  for  Mackenzie  and  Mann 
than  they  could  reasonably  do.  Once  the  province  began  exercising  its 
power  to  grant  provincial  bond  guarantees  to  new  railways,  both  the 
Canadian  Northern  and  the  Grand  Trunk  Pacific  were  frequently  faced  with 
an  embarrassment  of  riches  in  the  form  of  subsidies  for  proposed  new 
lines.  The  pace  of  construction  in  Manitoba  was  leisurely  when  compared 
with  the  demands  made  on  the  railways  in  Saskatchewan  and  Alberta.  One 
of  the  main  reasons  for  the  later  unpopularity  of  the  railways  in  the  west 
was  their  failure  to  build  as  many  railways  as  quickly  as  the  politicians 
demanded  and  the  promoters  promised. 


6. 


The  Canadian  Northern  Railway  firmly  established  itself  in  the 
Province  of  Saskatchewan  by  a  stroke  of  good  fortune  in  1906.  In  that 
year  Mackenzie  and  Mann  acquired  the  Qu’Appelle,  Long  Lake  and  Saskatchewan 


1.  Scott  to  Laurier,  16  December,  1905;  Laurier  Papers.  Vol.  3^2. 

p.  104368. 
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Railway.  This  railway,  sometimes  described  as  the  backbone  of  the 
Canadian  Northern  system  in  Saskatchewan,  ran  from  Regina  to  Prince 
Albert . 

The  details  of  the  negotiations  which  brought  this  line  into  the 
Canadian  Northern  fold  are  not  fully  known,  but  the  main  outline  of 
the  1906  transaction  is  fairly  clear.  As  indicated  earlier  in  this 
thesis,  Mackenzie,  Mann,  Ross  and  Holt  had  completed  substantial 
construction  contracts  on  this  railway  in  the  1880’s.  The  railway’s 
original  promoters,  however,  soon  demonstrated  that  they  were  more 
interested  in  the  land  grant  which  attached  to  the  railway’s  charter 
than  in  operating  the  new  line.  Large  issues  of  construction  bonds 
were  sold  on  the  British  market  to  finance  construction.  Later  inter¬ 
est  scrip  or  certificates  were  issued  as  interest  payments  came  due. 

The  railway  itself  was  one  of  those  western  projects  built  in  advance 
of  immediate  local  requirements.  It  was  opened  for  traffic  in  1890 
and  leased  to  the  C.  P.  R.  For  years  it  showed  little  life  but  in 
1906,  with  conditions  in  western  Canada  generally  improving,  the  promoters 
believed  the  time  was  opportune  to  sell  the  railway,  provided  they  could 
do  so  without  surrendering  the  land  grant. 

The  C.  P.  R.,  as  lessor  of  the  line,  was  accordingly  informed  that 
the  owners  would  prefer  to  sell  rather  than  continue  the  lease  arrange¬ 
ment.  This  gave  the  C.  P.  R.  the  first  chance  to  purchase,  although 
Mackenzie  and  Mann  of  the  Canadian  Northern  and  J.  J.  Hill  of  the  Great 
Northern  quickly  learned  of  the  availability  of  the  line.1 

1.  Premier  Scott  sought  to  interest  Hill  in  this  railway  and  indicated 
his  wish  that  the  Great  Northern  enter  the  province.  Pugsley  to 
Scott,  21  December,  1905,  and  Scott  to  Pugsley,  3  January,  1906; 

Scott  Papers,  pp.  53628-53630. 
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The  price  asked  by  the  owners  was  substantial  and  the  C.  P.  R. 
showed  little  or  no  interest  in  entering  negotiations  on  the  terms  pro¬ 
posed.  In  effect,  the  owners  asked  that  the  purchaser  take  over  the 
bonded indebtedness  of  the  road,  which  had  shown  substantial  losses  for 
many  years,  and  in  addition  pay  a  substantial  sum  and  allow  the  owners 
to  retain  the  railway ’s  largest  single  asset,  its  land  grant.  Whether 
the  C.  P.  R.’s  refusal  to  enter  serious  negotiations  on  the  terms  pro¬ 
posed  was  only  a  bargaining  tactic  or  that  company’s  actual  evaluation 
of  the  railway’s  potential  value  has  never  been  satisfactorily  deter¬ 
mined.  It  did,  however,  give  Mackenzie  and  Mann  their  opportunity.  The 
ensuing  negotiations  are  concisely  and  clearly  described  by  Z.  A.  Lash. 

”The  Canadian  Pacific  Railway  had  been  operating  that  line  for, 

I  think  twelve  or  fifteen  years  under  the  terms  of  an  agreement 
which  was  made  and  renewed  when  expired.  The  owners  of  the  stock 
were  anxious  to  sell,  retaining  the  lands.  Negotiations  were  opened 
with  Mackenzie  and  Mann,  and  after  making  it  perfectly  plain  that  the 
C.  P.  was  not  in  the  field  for  that,  that  is  they  would  not  negotiate 
for  the  acquisition  of  the  stock,  a  bargain  was  discussed  at  eleven 
o’clock  in  the  morning  and  completed  at  four  o’clock  that  same  after¬ 
noon,  under  which  Mackenzie  and  Mann  acquired  the  entire  capital  stock 
of  that  line,  one  of  the  most  important  lines  belonging  to  their 
system.  They  knew  all  about  it,  because  they  had  constructed  it  as 
contractors  previously,  or  at  least  a  large  portion  of  it.  They 
knew  what  it  was  capable  of,  knew  how  it  would  suit  the  C.  N.  R.  and 
they  did  this  for  the  C.  N.  They  turned  over  that  capital  stock  to 
the  G.  N.  R.  entirely  at  cost.  And  there  is  a  little  incident  that 
I  might  mention.  There  were  outstanding  claims  belonging  to  the 
Qu’Appelle,  Long  Lake  and  Saskatchewan  Railway  Company  which  were 
subsequently  collected,  and  which  went  a  long  way  towards  the  cost 
of  the  stock  to  the  C.  N.”^ 

The  owners  of  the  Qu’Appelle,  Long  Lake  and  Saskatchewan  Rail¬ 
way  in  1906  were  William  Pugsley,  E.  B.  Osier,  H.  C.  Hammond  and 
C.  S.  Maclnnis.  The  railway  had  a  bond  issue  of  £782,700  and  Scrip 


1.  Arbitration,  pp.  2534-2635. 
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certificates  representing  interest  due  on  the  bonds  but  unpaid  of 
£307,601,  and  $235*880.  of  other  obligations  outstanding.  It  had  254 
miles  in  operation  and,  in  evaluating  the  line  in  a  confidential  memor¬ 
andum,  D.  B.  Hanna  stated,  "the  QuTAppelle  Company  will  continue  to  grow 
rapidly  in  gross  earnings  and  will  more  than  earn  its  interest  on  the 
First  Mortgage  Bonds,  its  value  as  a  feeder  to  the  Canadian  Northern 
becomes  of  immediate  importance."^"  He  felt  Canadian  Northern  gross 
earnings  should  be  easily  one  million  dollars  better  in  the  first  year 
from  this  connection. 2 

The  entire  capital  stock  of  the  railway  was  purchased  by  Mackenzie 
and  Mann  on  20  June,  1906  for  $201, 000. ^  The  shareholders  were  left 
in  possession  of  the  railway^  main  asset,  its  land  grant,  while  Mackenzie 
and  Mann  agreed  to  take  over  the  bonded  indebtedness  and  other  liabili¬ 
ties.^" 

An  agreement  was  immediately  made  with  the  bondholders  whereby 
the  outstanding  bond  issues,  carrying  a  6$  rate  of  interest,  were  ex¬ 
changed  for  new  bonds,  carrying  a  4$  rate  of  interest  but  guaranteed 
by  the  Canadian  Northern  Railway.  The  old  bonds  were  redeemed  at  107$ 


1.  Confidential  Memo  re  QufAppelle,  Long  Lake  and  Saskatchewan  Rly., 
by  Hanna  21  June,  1906;  C.  N.  Vol.  1367. 

2.  Loc.  cit. 

3.  Kearney,  p.  675.  This  was  the  valuation  but  the  relevant  clause 
in  the  agreement  said  only  "for  good  and  sufficient  consideration", 
and  in  fact  only  $1.  in  cash  was  paid.  C.  N.  Vol.  1363.  Minute 
Book  of  the  Qu’Appelle,  Long  Lake  and  Saskatchewan  Railway. 

4.  Agreement  of  17  July,  1906  with  bondholders  of  the  QuTAppelle, 

Long  Lake  and  Saskatchewan  Railway;  C.  N.  Vol.  1367. 
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of  their  face  value  while  the  scrip  certificates  were  exchanged  at 
30 %/L  The  arrangement  left  Mackenzie  and  Mann  in  complete  control  of 
one  of  the  most  important  railways  in  Saskatchewan. 

Even  before  the  transaction  with  Mackenzie  and  Mann  had  been  com¬ 
pleted  the  shareholders,  Pugsley,  Hammond,  Osier  and  Maclnnis  signed 
a  Memorandum  of  Agreement  whereby  they  agreed  to  sell  the  entire  land 
grant  of  493,269.34  acres  to  J.  N.  Greenshields  and  David  Russell  for 
approximately  $2.00  per  acre.  The  existence  of  the  Memorandum  of  Agree¬ 
ment  undoubtedly  increased  the  shareholders1 2 3  eagerness  to  sell  and  sub¬ 
sequent  developments  suggest  that  it  may  have  increased  Mackenzie  and 
Mannfs  eagerness  as  well.  Whatever  the  case,  a  very  bitter  dispute 
between  Greenshields  and  Russell  on  the  one  hand  and  Mackenzie  and  Mann 
on  the  other  quickly  developed.  Mackenzie  and  Mann  had  not  been  able  to 
find  sufficient  lands  fairly  fit  for  settlement  within  the  territories 
originally  reserved  for  the  selection  of  lands  earned  by  the  Hudson* s 
Bay  Railway  and  the  Lake  Manitoba  Railway  and  Canal  Company.  The 
limits  of  this  reserve  overlapped  with  those  of  the  Qu,Appelle,  Long 
Lake  and  Saskatchewan  whose  lands  were  now  sold  to  Greenshields  and 
Russell.  Mackenzie  and  Mann  were  successful  in  persuading  the  Minister 
of  the  Interior  to  allow  them  to  make  their  selections  in  the  Qu*Appelle, 
Long  Lake  and  Saskatchewan  Railway  reserve. ^  Russell  was  immensely 


1.  Minute  of  Special  General  Meeting  of  Shareholders  of  the  Qu*Appelle, 
Long  Lake  and  Saskatchewan  Railway,  17  October,  1906;  C.  N.  Vol.  1363. 

2.  Memorandum  of  Agreement  15  May,  1906  between  Pugsley,  Osier  & 

Hammond,  and  Maclnnis,  and  James  N.  Greenshields  and  David  Russell; 

C.  N.  Vol.  1367. 


3.  Arbitration,  p.  2552. 
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chagrined  and  became,  in  the  words  of  the  Chairman  of  the  Canadian 
Northern  Board  of  Arbitration,  "Unbalanced. . .probably  due  to  the  treat¬ 
ment  he  received  at  that  time."'*" 

Although  Mackenzie  and  Mann  paid  a  relatively  high  price  for  their 

new  railway,  the  transaction  was  a  stroke  of  good  fortune.  The  new 

line  quickly  became  the  mainstay  of  their  Saskatchewan  operations  and 

proved  to  be  one  of  the  most  profitable  lines  in  the  Canadian  Northern 

system.  Its  acquisition  was  as  important  for  the  Saskatchewan  operations 

as  the  take  over  of  the  Northern  Pacific  lines  had  been  five  years 

earlier  in  Manitoba.  The  C.  P.  R.  had  been  caught  napping  by  its 

main  competitor  in  the  West.  The  transaction  was,  in  D.  B.  Hanna’s 

words,  "The  result  of  the  fact  that  they  (the  C.  P.  R.)  did  not  have 

2 

vision  -  nothing  else."  Nevertheless,  the  speed  with  which  the  trans¬ 
action  was  completed  and  the  absence  of  any  serious  haggling  over  terms 
seems  to  indicate  that  Mackenzie  and  Mann  were  not  altogether  convinced 
of  the  C.  P.  R.’s  alleged  lack  of  interest  in  the  project.  In  fact 
this  transaction  is  usually  taken  as  an  illustration  of  the  bargaining 
advantage  Mackenzie  and  Mann  derived  from  the  fact  that  they  controlled 
all  the  stock  of  the  Canadian  Northern  and  could  quickly  complete  trans- 
actions  of  this  kind  without  referring  them  to  troublesome  shareholders. 

The  original  transactions,  as  most  transactions  of  this  kind  involv- 


1.  Loc.  cit. 

2.  Ibid.,  p.  452. 

3.  In  an  unidentified  newspaper  clipping  in  the  Saskatchewan  Archives 
newspaper  clippings  file  on  the  Canadian  Northern,  Z.  A.  Lash,  who 
later  argued  that  the  C.  P.  R.  was  not  interested,  is  quoted  as 
saying  that  "the  important  negotiations  depended  for  success  upon 
immediate,  unanimous  and  confidential  action." 
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ing  Mackenzie  and  Mann,  was  one  between  the  seller  and  Mackenzie, 

Mann  and  Co.  Ltd.  The  latter  then  turned  the  capital  stock  over  to 
the  Canadian  Northern  "at  cost".  More  precisely,  the  capital  stock  of 
the  QufAppelle,  Long  Lake  and  Saskatchewan  Railway  acquired  by  Mackenzie 
and  Mann  was  subsequently  exchanged  at  par  value  for  Canadian  Northern 
stock. 

Unfortunately  the  acquisition  of  the  Qu’Appelle,  Long  Lake  and 
Saskatchewan  Railway,  coupled  with  the  opening  of  the  new  lines  to 
Edmonton  and  Prince  Albert  and  an  unusually  severe  winter,  placed  very 
heavy  strains  on  the  inadequate  rolling  stock  of  the  Canadian  Northern. 

It  took  time  to  integrate  the  new  lines  into  the  system  and  one  westerner 
complained  that  "In  an  evil  hour  for  Saskatchewan  the  C.  N.  R.  Co.  bit 
off  more  than  it  can  chew  in  a  year."'*'  The  rolling  stock  which  the 
Canadian  Northern  eventually  put  on  its  new  lines,  particularly  on  the 
Qu’Appelle,  Long  Lake  and  Saskatchewan  which  was  accustomed  to  fairly 
good  C.  P.  R.  rolling  stock,  was  the  source  of  many  a  tall  tale  and 
some  not  inconsiderable  grumbling,  particularly  when  settlers  began  to 
run  low  on  such  vital  supplies  as  food  or  cordwood  and  coal.  One  account 
must  suffice. 

"Dead  engines,  the  property  of  the  C.  N.  R.  Co.  strew  the  line 
from  Regina  to  Prince  Albert;  dead  of  decrepitude,  dead  of  over  work. 
Engines  worn  out,  leaky,  rusty,  caulked  and  tinkered  in  all  their 
joints,  and  fit  only  for  scrap  iron  constitute  the  power  which  the 
C.  N.  R.  Co.  have  put  on  a  line  of  railway  which, if  efficiently 
worked,  can  in  point  of  profitable  results  compare  favourably  with 
any  in  Canada.  Recently  an  engine  died  near  Dundum,  and  another  was 
sent  to  take  it  away,  but,  the  second  engine  also  died  as  it  hove  in 


1.  Thomas  O’Flynn  to  Laurier,  19  January,  1907;  Laurier  Papers .  Vol.  444, 
pp.  118452.  The  Saskatchewan  Archives  Newspaper  clippings  files  on 
railways  contain  interesting  accounts  of  colonists  adventures  on  the 
Qu’Appelle,  Long  Lake  and  Saskatchewan  Railway  in  1906  and  1907. 
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sight  of  its  dead  brother.  If  things  inanimate  have  eyes  to  see  and 
hearts  to  feel,  lo,  how  that  second  engine  must  have  grieved  while 
heaving  its  last  breath  at  the  thought  of  not  being  able  to  perform 
the  work  of  mercy  on  which  it  had  been  dispatched  -  viz  to  bring  home 
a  deceased  brother,  either  for  recaulking  and  retinkering  or  for 
embalmment  and  burial;  poor  old  engines,  peace  to  their  names,  they 
died  in  harness,  what  a  blessing  in  disguise  it  would  be  to  the  people 
of  Saskatchewan  if  the  owners  of  those  old  engines,  following  their 
example,  would  also  die  and  make  room  for  better  people  to  handle  the 
line,  but  I  am  afraid  that  no  such  luck  is  in  sight  just  now.!,l 

These  were  the  necessary  growing  pains  that  a  very  rapidly  expand¬ 
ing  railway  system  operating  on  a  slim  budget  had  to  contend  with.  Even¬ 
tually  the  service,  the  rolling  stock  and  the  condition  of  the  road  bed 
improved  as  the  traffic  increased.  Despite  the  accompanying  difficulties, 
however,  the  acquisition  of  the  QuTAppelle,  Long  Lake  and  Saskatchewan 
Railway  in  1906  marked  the  point  at  which  the  Canadian  Northern  came 
of  age  in  the  province  of  Saskatchewan. 


7. 


The  acquisition  of  the  Qu’Appelle,  Long  Lake  and  Saskatchewan 
Railway  was  a  stroke  of  good  luck,  combined  with  careful  management 
and  skillful  negotiations.  The  major  preoccupation  of  the  Canadian 
Northern  promoters  during  this  time  was,  however,  new  construction  and 
the  opening  up  of  new  areas  in  the  provinces  of  Saskatchewan  and  Alberta. 
By  1907  the  main  lines  of  the  Canadian  Northern  were  either  completed 
or  nearing  completion  on  the  prairies.  These  lines  had  all  been  largely 
assisted  by  federal  bond  guarantees. 

After  1907-OS  the  most  pressing  demand  for  railways  in  the  two 
new  provinces  was  for  branch  and  feeder  lines.  The  Canadian  Northern 
and  its  two  competitors,  the  C.  P.  R.  and  the  G.  T.  P.,  all  obtained 


1.  Ibid. .  pp.  118450-118451. 
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a  number  of  local  charters  but  found  themselves  unable  to  build  with¬ 
out  government  aid.  Demands  for  aid  for  branch  and  feeder  line  con¬ 
struction  came  to  be  directed  at  both  the  federal  and  provincial  govern¬ 
ments.  Thus  far  the  provincial  governments  of  Alberta  and  Saskatchewan 
had  been  satisfied  to  refer  requests  for  aid  to  the  federal  government. 
Usually  such  projects  had  been  of  the  interprovincial  or  main  line 
type.  Local  and  feeder  lines,  however,  seemed  clearly  a  provincial 
responsibility.  A  more  careful  delineation  between  federal  and  provin¬ 
cial  responsibilities  was  required. 

The  federal  government  had  indicated  its  willingness  to  assist  in 
the  construction  of  much  needed  competitive  main  lines  but  was  taken 
aback  by  the  seemingly  insatiable  demands  of  western  Canadians  for 
railways  to  every  remote  district  in  their  provinces.  An  informal 
agreement  was  slowly  worked  out  whereby  the  federal  government  chartered 
and  assisted  the  main  or  trunk  lines,  lines  which  were  in  the  general 
interest  of  Canada,  while  the  provincial  authorities  assumed  increasing 
responsibility  for  chartering  and  assisting  purely  local  lines. 

This  division  of  responsibilities  and  powers  developed  over  a 
period  of  several  years.  The  matter  was  still  in  abeyance  on  6  March, 
1908  when  Mackenzie  sent  Laurier  a  long  memorandum  outlining  Canadian 
Northern  plans  and  projects  in  Saskatchewan  and  requesting  suitable 
federal  assistance.  In  this  memo  both  main  and  local  lines  were 
included.  Laurier1 s  pencilled  notes  in  the  margin  of  the  memo  indicate 
general  agreement  with  assistance  proposals  for  all  the  lines  except  a 
southern  main  line  to  Regina,  a  revival  of  the  1905  proposals. 1 


1.  William  Mackenzie  to  Laurier,  6  March,  1908;  Laurier  Papers.  Vol.  508. 
pp.  137221-137227. 
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The  provinces  were  not  particularly  eager  to  assume  the  heavy 
responsibilities  involved  in  assisting  local  lines.  In  June  of  1908 
Premier  Scott  was  still  demanding  that  the  federal  government  "follow 
up  its  settlement  policy  with  a  systematic  well  planned,  aggressive 
railway  policy".^  In  the  following  year,  however,  both  the  Alberta 
and  Saskatchewan  governments  assumed  full  responsibility  for  charter¬ 
ing  and  assisting  local  lines  within  their  provincial  boundaries. 

They  did  so  with  a  vengence.  During  the  1908-1909  sessions  of 
their  legislative  assemblies,  the  governments  of  Alberta  and  Saskatchewan 
each  passed  omnibus  railway  bills  calculated  to  solve  the  provinces1 2 3 
railway  needs  and  problems.  Both  provinces  granted  extensive  charter 
rights  and  assistance  in  the  form  of  bond  guarantees  to  specially 
formed  provincial  subsidiaries  of  the  Canadian  Northern  Railway  and  the 
Grand  Trunk  Pacific  Railway.  The  Alberta  Midland  Railway,  the  Saskat¬ 
chewan  Midland  Railway  and  the  Saskatchewan  North  Western  Railway  were 

2 

incorporated  on  behalf  of  the  Canadian  Northern  Railway.  These 
companies  were  empowered  to  build  extensive  branch  and  feeder  lines  in 
the  two  prairie  provinces.  The  charters  of  neither  made  much  sense 
unless  they  were  viewed  as  a  part  of  their  parent  system.  These  three 
Canadian  Northern  subsidiaries  received  almost  identical  assistance 
from  the  two  provincial  governments.^  A  provincial  guarantee  of  l+% 
debenture  stock  or  bonds,  up  to  $13,000.  per  mile  and  with  an  option 


1.  Walter  Scott  to  Laurier,  19  June,  1908;  Ibid. .  Vol.  523.  p.  141742. 

2.  ALBERTA,  £  Edw.  VII.  cap.  45;  SASKATCHEWAN,  £  Edw.  VII,  cap.  18, 
8-£  Edw.  VII .  cap.  41. 

3.  ALBERTA,  £  Edw.  VII,  cap.  14;  SASKATCHEWAN ,  8-9  Edw.  VII.  cap.  3, 
8-£  Edw.  VII .  cap.  4. 
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whereby  this  could  be  increased  to  $15,000.,  were  approved  for  920 
miles  of  railway  in  Alberta  and  985  miles  in  Saskatchewan.  Under 
similar  arrangements  Grand  Trunk  Pacific  subsidiaries  obtained  charters 
and  assistance  for  491  miles  in  Alberta  and  670  miles  in  Saskatchewan. 

In  most  respects  these  bond  guarantees  were  closely  modelled  after 
those  passed  earlier  in  Manitoba.  Even  the  forms  of  the  mortgage  agree¬ 
ments  were  very  similar.  The  only  significant  deviation  from  the  Mani¬ 
toba  model  was  that  maximum  rates  were  not  written  into  the  agreements, 
but  were  to  be  subject  to  review  and  approval  by  the  Board  of  Railway 
Commissioners.  It  was  also  provided  that  any  monies  received  from  the 
sale  of  guaranteed  bonds  must  be  paid  into  a  special  trust  account  from 
which  they  could  only  be  transferred  to  the  railway  after  vouchers  show¬ 
ing  work  completed  and  expenditures  incurred  were  submitted. 

The  organizational  meetings  of  both  the  Alberta  Midland  Railway 
and  the  Saskatchewan  Midland  Railway  were  held  on  22  April,  1909,  while 
the  Saskatchewan  and  North  Western  Railway  held  its  organizational  meet¬ 
ing  on  5  May,  1910.  Stocks  were  subscribed,  the  directors  and  officers 
of  the  railways  elected,  construction  and  bond  guarantee  agreements 
approved,  and  several  bylaws  passed.  The  last  of  these  bylaws  in  all 
three  cases  provided  for  the  immediate  amalgamation  of  the  local  company 
with  the  Canadian  Northern  Railway.1  It  was  in  this  way  that  the 
provincial  governments  chartered  and  assisted  local  railway  lines  which 
were  expected  to  become  feeder  lines  for  and  an  integral  part  of  a  trans¬ 
continental  railway  system.  The  provincial  governments  fully  supported 


1.  C.  N.  Vol.  473.  927  and  301.  Minute  Books  of  the  Saskatchewan  Mid¬ 
land  Railway,  the  Saskatchewan  and  North  Western  Railway  and  the 
Alberta  Midland  Railway,  respectively. 
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the  immediate  amalgamation  of  the  local  companies  with  the  parent 
company.  In  fact  in  some  cases  they  made  it  a  condition  of  granting 
aid. 

Under  these  charters  and  guarantees  the  governments  of  Alberta 
and  Saskatchewan  fairly  gridironed  their  provinces  with  prospective 
railways.  There  were  minor  amendments  and  some  additional  agreements 
later  but  the  net  effect  of  the  1909  legislation  was  that,  within  a 
single  year,  the  two  provinces  sought  to  obtain  all  the  local  and 
branch  lines  required.  The  burst  of  legislative  enthusiasm  of  1909 
was  an  indication  of  prairie  attitudes  toward  railway  construction. 
Premier  Scott  later  called  these  agreements  a  partnership  between  the 
railways  and  the  government."^  It  was  an  alliance  for  growth  and  econ¬ 
omic  expansion.  The  premier  was  confident  that  the  chartered  and 
assisted  lines  would  soon  be  built. 

The  building  of  nearly  2000  new  miles  of  railway  in  the  two 
prairie  provinces  was  a  formidable  undertaking  for  Mackenzie  and  Mann. 
In  view  of  similar  commitments  they  were  making  elsewhere  in  Canada, 
it  required  a  most  optimistic  disposition  to  believe  the  lines  would 
be  built  as  quickly  as  desired.  Adverse  conditions  in  the  world  money 
markets,  in  the  supply  of  labour  and  materials,  or  in  climatic  and  crop 
conditions  on  the  prairies  could  lead  to  serious  delays.  In  fact  many 
of  the  lines  chartered  in  1909  did  not  deserve  to  be  built  and  some 
never  were  built.  Mackenzie  and  Mann  would  probably  have  preferred  a 
more  manageable  piece  of  railway  legislation  but  provincial  politics 
dictated  that  all  areas  must  be  served.  The  railway  was  left  to  sort 


1.  Walter  Scott  to  0.  0.  Winter,  12  June,  1913;  Scott  Papers .  pp.  54380- 
54382. 
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out  the  priorities,  assisted  of  course  by  petitions  and  letters  from 
farmers  and  politicians  of  nearly  every  district.  In  the  end  only  303 
miles  of  the  920  authorized  under  the  charter  of  the  Alberta  Midland 
Railway  were  built.  These  were  the  Canadian  Northern  lines  from 
Strathcona  to  Calgary  via  Drumheller,  and  from  Vegreville  to  Camrose.^ 
Of  the  375  miles  authorized  under  the  charter  of  the  Saskatchewan  and 

North  Western  Railway  193  miles  were  built,  mostly  in  the  Prince  Albert 

o 

and  Moose  Jaw  areas. 

For  the  settlers  living  along  the  route  of  any  of  the  proposed 
railways,  and  for  the  politicians  they  elected,  charters,  especially 
when  coupled  with  government  aid,  were  usually  taken  as  a  direct  obliga¬ 
tion  on  the  railway  to  begin  construction  at  once.  Mackenzie  and  Mann’s 
failure  to  live  up  to  these  expectations  eventually  cost  them  a  great 
deal  of  popularity  on  the  prairies. 3  In  this  Mackenzie  and  Mann  fared 
no  worse  and  often  better  than  their  competitors  but  traditional  west¬ 
ern  prejudices  against  eastern  business  and  railway  enterprises  began 
to  reassert  themselves.  The  Canadian  Northern  made  railway  service  at 
reasonable  rates  available  to  more  prairie  dwellers  than  any  other 
Canadian  railway,  but  it  too  failed  to  keep  up  with  western  demands. 

Only  one  third  of  the  lines  the  Alberta  and  Saskatchewan  governments 
chartered  on  their  behalf  and  for  which  those  governments  offered  bond 
guarantees  were  built  by  Mackenzie  and  Mann.  Between  1909  and  1911, 


1.  Kearney,  p.  211. 

2.  Ibid. ,  p.  212. 

3.  Scott  felt  very  strongly  that  the  railways  did  not  live  up  to  their 
commitments.  His  letter  to  Winter  indicates  his  opinion  that  the 
alliance  between  the  railway  and  the  provincial  government  had 
failed  for  this  reason. 
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however,  the  two  promoters  made  valiant  attempts  to  sell  the  provincially 
guaranteed  bonds  and  build  the  desired  new  railway  lines. 


8. 


Before  leaving  the  prairie  operations  of  the  Canadian  Northern 
several  important  aspects  of  their  land  transactions  must  be  briefly 
dealt  with.  The  first  of  these  relates  to  the  lands  the  railway  earned 
in  the  form  of  subsidies  for  the  construction  of  three  of  its  prairie 
lines.  These  were  the  Winnipeg  Great  Northern  (successor  of  the  Hudson’s 
Bay  Railway),  the  Lake  Manitoba  Railway  and  Canal  Company,  and  the  Mani¬ 
toba  and  South  Eastern  Railway.  Each  carried  the  usual  6,400  acre  per 
mile  land  subsidy  although,  in  the  case  of  the  Winnipeg  Great  Northern, 
this  subsidy  was  increased  to  12,800  acres  per  mile  for  that  portion 
of  the  line  outside  the  old  boundaries  of  Manitoba.  The  lands  to  be 
thus  earned,  however,  did  not  have  to  be  fit  for  settlement,  a  condi¬ 
tion  attaching  to  the  other  grants. 

The  land  grants  of  the  Winnipeg  Great  Northern  (the  direct  suc¬ 
cessor  of  the  first  Hudson’s  Bay  Railway)  and  the  Lake  Manitoba  Railway 
and  Canal  Company  (the  railway  which  eventually  became  a  link  in  the 
final  railway  to  the  Bay)  became  "scrambled”  when  both  these  railways 
passed  into  the  hands  of  Mackenzie  and  Mann.  They  obtained  legislative 
amendments  whereby  the  routes  of  the  two  railways  coincided  for  a  dis¬ 
tance  of  approximately  125  miles.  As  calculated  in  1908,  the  land 
grant  of  the  Lake  Manitoba  Railway  and  Canal  Company  came  to  124.75 
miles  while  that  of  the  Winnipeg  Great  Northern  came  to  290.86  miles, 
of  which  119  miles  earned  12,800  acres  per  mile.  The  total  land  grant 
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mileage  on  the  two  railways  therefore  cajne  to  415.61  miles  for  a 
total  of  2,624,12 8  acres. ^ 

The  third  land  grant  railway  built  by  Mackenzie  and  Mann,  the 
Manitoba  and  South  Eastern  flailway,  carried  the  6,400  acre  per  mile 
subsidy  for  its  entire  length  of  110  miles  for  a  total  of  704,000  acres. 
The  aggregate  total  for  the  three  railways  as  earned  up  to  1908  was 
3,328,128  acres. 

By  1903  the  Canadian  Northern  had  earned  a  total  of  2,182,400  acres 

on  the  three  lines.2 3 4  By  1911  this  total  had  risen  to  slightly  more  than 

3 

4,000,000  acres.  It  might  have  risen  considerably  higher  had  the  Can¬ 
adian  Northern  built  to  the  Bay  within  the  stipulated  time  limit. 

On  this  land  grant  a  number  of  encumbrances  must  be  noted.  The 
purpose  of  the  land  grant  was  to  assist  the  railway  in  financing  its 
construction  program.  The  Canadian  Northern  lands  were  used  for  this 
purpose  in  1899  when  $2,000,000.  worth  of  land  grant  bonds  were  issued.^- 
This  did  not  mean  the  lands  could  not  be  sold,  but  if  they  were  sold 
the  proceeds  had  to  go  to  a  trustee  who  was  charged  with  responsibility 
for  safeguarding  the  security  of  the  bonds. 


1.  CANADA.  P.  C.  1579,  3  August,  1908;  Arbitration,  pp.  2081-2082; 
Chester  Martin,  "Dominion  Lands  Policy"  Prairie  Settlement  and 
Dominion  Lands  Policy.  Part  II.  Canadian  Frontiers  of  Settlement 
Series,  Vol.  II,  Toronto,  1938,  pp.  290-292. 

2.  Memo  from  William  Mackenzie  to  Laurier,  1903;  Laurier  Papers. 
Vol.  265,  pp.  73370-73371. 

3.  Arbitration,  p.  47. 


4.  Minutes  of  Shareholders1  and  Directors1  Meetings  of  the  Canadian 
Northern  Railway,  21  February,  1899;  C.  N.  Vol.  1440 .  pp.  18-26. 
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The  second  encumbrance  arose  from  the  federal  transportation  con¬ 
tract  which  the  Winnipeg  Great  Northern  had  obtained  in  1895.^  Accord¬ 
ing  to  the  terms  of  this  contract  the  federal  government  agreed  to  pay 
the  fixed  sum  of  $40,000.  once  the  railway  was  built  to  the  Saskatchewan 
River,  but  demanded  that  one  third  of  the  land  grant  be  pledged  as 
security  for  the  performance  of  such  services.  Under  the  terms  of  this 

contract  the  federal  government  held  533,333  acres  of  Canadian  Northern 

2 

lands  in  1903. 

A  further  encumbrance  on  the  Canadian  Northern  lands  dated  back  to 
the  troubled  history  of  the  Winnipeg  and  Great  Northern  during  the 
1880* s.  To  assist  in  the  construction  of  the  railway  the  provincial 
government  had  agreed  to  give  to  the  railway  a  $256,000.  issue  of  pro¬ 
vincial  bonds  if  the  256,000  acres  of  land  to  be  earned  by  the  railway 
were  pledged  as  securities.  The  bonds  were  to  be  assigned  to  the  rail¬ 
way  only  after  the  lands  had  been  earned  and  were  in  the  possession  of 
the  railway  company. 

Due  to  a  misunderstanding  between  the  federal  and  provincial 
governments  the  bonds  were  issued  before  the  federal  government  had 
transferred  the  lands  to  the  railway.  When  the  federal  government  refused 
the  transfer  the  provincial  government  found  it  had  issued  bonds  against 
which  there  was  no  security.  The  government  of  the  day  resigned  because 
of  this  issue. 

When  the  provincial  government  negotiated  its  bond  guarantee 


1.  DOMINION.  18-H  Vic.  cap.  8. 


2.  Memo  from  William  Mackenzie  to  Laurier,  1903;  Laurier  Papers, 
Vol.  261,  PP.  73370-73371. 
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arrangements  with  Mackenzie  and  Mann  eight  years  later,  in  1893,  it 
insisted  that  the  promoters  earn  and  transfer  to  the  province  the 
256,000  acres  of  land,  thus  redeeming  the  bonds.  The  required  256,000 
acres  were  accordingly  turned  over  to  the  Manitoba  government  as  soon 
as  the  railway  became  entitled  to  them.  In  addition  the  Manitoba 
government  had  also  become  entitled  to  46,926  acres  of  land  as  security 
for  a  Manitoba  bond  guarantee  for  twenty-two  miles  of  railway  outside 
the  boundaries  of  the  pro  vince. 

In  total  this  meant  that  of  the  2,182,400  acres  earned  by  the 
Canadian  Northern  in  1903,  1,346,141  acres  carried  encumbrances  of 

one  kind  or  another. ^ 

In  the  original  construction  contracts  between  Mackenzie  and  Mann 
and  the  Canadian  Northern  Railway,  the  lands  to  which  the  railway  be¬ 
came  entitled  were  all  transferred  to  the  contractors  in  payment  for 
construction  services.  In  1900,  in  order  to  assist  the  Canadian  North¬ 
ern  in  financing  the  construction  of  the  line  to  Port  Arthur,  Mackenzie 

and  Mann  returned  the  land  grant  to  the  railway  in  exchange  for  paid-up 

3 

common  stock  of  the  railway. 

In  1903  the  Canadian  Northern  Railway  signed  a  spectacular  and 
massive  land  deal  with  a  group  of  land  promoters  headed  by  Col.  A.  D. 
Davidson  and  J.  D.  McRae  and  including  a  number  of  Canadian  and  American 


1.  This  applied  to  a  short  distance  in  the  Territories.  The  Manitoba 
guarantee  of  the  Ontario  Division  bonds  was  not  directly  secured 
by  the  railway’s  lands. 

2.  Memo  from  William  Mackenzie  to  Laurier,  1903;  Laurier  Papers, 

Vol.  265,  pp.  73370-73371. 


3.  Arbitration,  p.  49 • 
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land  and  settlement  agents.^-  Several  had  already  achieved  a  good  deal 

of  success  in  settlement  schemes  in  the  United  States.  In  1903  they 

formed  the  Saskatchewan  Valley  and  Manitoba  Land  Company  in  order  to 

promote  settlement  and  colonization  on  the  Canadian  Prairies. 

This  group  approached  Mackenzie  and  Mann  in  1902  with  proposals 

to  settle  large  tracts  of  the  Canadian  Northern  land  grant.  At  first 

Mackenzie  and  Mann  sought  to  negotiate  for  an  outright  sale  of  their 

2 

railway1 2 3 4 s  entire  land  grant  for  what  Mackenzie  termed  "spot  cash”. 

The  sum  of  $12,000,000.  was  mentioned  by  the  newspapers  as  the  asking 
3 

price. 

The  Saskatchewan  Valley  and  Manitoba  Land  Company  was  quite  unable 
to  finance  so  large  a  purchase  since  its  entire  capitalization  was  only 
$5,000,000.  Instead,  the  Canadian  Northern  sold  to  the  land  company 
its  land  grant  for  three  dollars  per  acre  and,  in  addition,  one  third 
of  the  gross  proceeds  in  excess  of  three  dollars  an  acre,  when  the 
land  company  would  sell  the  land.  The  land  company  was  only  required 
to  pay  the  railway  as  it  sold  the  lands,  but  was  not  to  sell  any  lands 
for  less  than  five  dollars  per  acre.  In  effect  this  made  the  land 
company  the  exclusive  land  agent  of  the  Canadian  Northern  Railway.^ 

The  land  company  sold  the  lands  to  intending  settlers  and  groups  of 
settlers  for  low  down  payments  and  repayment  schedules  covering  many 


1.  Manitoba  Free  Press,  11  May,  1903,  p.  1« 

2.  Mackenzie  to  Sifton,  1  November,  1902;  Sifton  Papers, 

p.  101060. 

3.  Manitoba  Free  Press,  12  May,  1903,  P*  !• 

4.  Saskatchewan  Valley  and  Manitoba  Land  Company  Ltd.  Documents, 
C.  N.  Vol.  2459. 
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years.^  They  returned  the  appropriate  amounts  to  the  railway  or  the 
trustee  appointed  to  safeguard  the  $2,000,000.  land  grant  bonds.  This 
proved  an  excellent  way  of  financing  land  purchases  for  settlers  lack¬ 
ing  the  necessary  capital  for  outright  purchase  of  the  lands. 

Mackenzie  and  Mann  entered  the  agreement  in  the  hope  that  the 
land  company  would  be  able  to  attract  more  settlers  to  its  vacant  lands 
than  they  could  as  long  as  the  land  business  remained  a  subsidiary  of  the 
railway  business.  Their  chief  concern  at  all  times  was  to  get  settlers 
onto  the  lands  adjacent  to  their  railway  as  quickly  as  possible  in  order 
to  obtain  greater  traffic  resources  for  the  railway.  The  entire  trans¬ 
action  was  approved  by  the  federal  government  and  largely  removed  the 
Canadian  Northern  for  a  time  from  the  land  settlement  and  colonization 
business. 

The  Saskatchewan  Valley  and  Manitoba  Land  Company  soon  proved  a 

very  successful  agent  of  settlement  and  colonization,  particularly  in 

2 

selling  large  tracts  of  land  to  various  ethnic  and  cultural  groups. 

By  1905  it  had  sold  some  700,360.66  acres  of  Canadian  Northern  lands 
out  of  a  total  of  911,161.42  acres  covered  by  the  original  agreement. 3 

In  1905  Mackenzie  and  Mann  decided  to  buy  back  the  remaining 
210,800.76  acres  from  the  land  company.  Much  of  this  land  was  scattered 
and  therefore  unfit  for  the  kind  of  group  settlement  which  became  the 
specialty  of  the  Saskatchewan  Valley  and  Manitoba  Land  Company •  It  was 
agreed  that  the  Land  Company  would  relinquish  its  claims  if  the  railway 


1.  Arbitration,  pp.  2090-2091. 

2.  Chester  Martin,  op.  cit.,  pp.  320-329. 

3.  Saskatchewan  Valley  and  Manitoba  Land  Company  Documents,  CJf. 
Vol.  2459. 
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would  allow  it  the  profit  it  might  have  made  if  the  lands  had  been 
sold  at  $5.20  per  acre.  This  was  to  be  paid  the  land  company  as  the 
lands  were  sold."^  Most  of  these  lands  were  later  sold  by  local  Can¬ 
adian  Northern  agents. 

Having  largely  removed  themselves  from  settlement  and  land  promo¬ 
tion  in  1903,  the  Canadian  Northern  returned  to  it,  even  before  1905 , 
on  a  smaller  scale  in  May  of  1904.  At  that  time  the  railway,  acting 
through  Mackenzie  and  Mann  as  its  nominees,  purchased  the  256,000  acres 
of  land  which  the  Manitoba  government  was  holding  in  connection  with 
the  old  Winnipeg  Great  Northern  bond  issue. ^  They  paid  $400,000.  for 
the  entire  block  of  land,  the  purchase  price  representing  the  principal 
and  interest  of  the  outstanding  bonds.  The  province  was  thus  allowed 
to  redeem  the  troublesome  bonds  without  cost  to  the  government.  The 
transaction  was  loudly  denounced  by  the  provincial  Liberals  and  the 
Manitoba  Free  Press  which  claimed  the  lands  were  worth  far  more  than 
$400,000.  or  $1.56  per  acre.^ 

The  Canadian  Northern  Railway  obtained  the  lands,  at  cost,  from 
Mackenzie  and  Mann  and  immediately  conveyed  them  to  the  Canadian  North¬ 
ern  Prairie  Land  Company,^  a  company  especially  created  at  the  time. 

In  return  for  these  and  smaller  tracts  of  lands  elsewhere  the  railway 
company  received  120,000  shares  of  the  Prairie  Land  Company,  each  share 


1.  Loc.  cit . 

2.  Arbitration,  pp.  2084-2086. 

3.  Manitoba  Free  Press.  4  June,  1904*  P*  4. 


4.  Arbitration,  p.  2087. 
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being  valued  au  $5.00.  The  total  capitalization  of  the  new  land  company 
was  set  at  $1,500,000.  and  most  of  the  remaining  shares  were  sold  on 
the  British  market.1  Of  their  original  120,000  shares  the  Canadian 
Northern  eventually  sold  66,170  on  the  market  for  $556, 606.45. 2 3  The 
Canadian  Northern  Prairie  Land  Company  was  clearly  a  profitable  venture 
with  the  value  of  shares  rising  from  $5.00  to  more  than  $8.00  per  share. 
It  must  of  course  be  recognized  that  land  values  were  rising  very  rap¬ 
idly  throughout  this  period  and  lands  valued  at  $1.00  per  acre  in  1887 
and  $1.56  in  1904  were  valued  as  high  as  $15.65  in  1917.3  One  wonders 
what  might  have  happened  had  Mackenzie  and  Mann  concentrated  more  on 
the  land  business  and  less  on  seeking  traffic  for  their  railway.  Cer¬ 
tainly  the  successes  of  the  Saskatchewan  Valley  and  Manitoba  Land 
Company  and  later,  on  a  much  smaller  scale,  those  of  the  Canadian 
Northern  Prairie  Land  Company  were  very  impressive.  Several  other 
Canadian  Northern  subsidiaries  set  up  after  1912  and  dealing  with  real 
estate  also  proved  successful,  although  the  interests  of  these  subsidiar¬ 
ies  were  generally  if  not  always  subordinated  to  those  of  the  railway. 

One  of  the  major  issues  which  continually  came  up  in  connection 
with  all  land  grants  was  the  difficulty  of  making  proper  locations  and 
selections.  Almost  all  the  Canadian  Northern  lands  were  to  be,  in  the 
terminology  of  the  day,  ’'fairly  fit  for  settlement”.  It  was  customary 


1.  Ibid. .  p.  2082. 

2.  Canadian  Northern  Railway  System,  Statements  for  Commission  of 
Enquiry  into  Railways  and  Transportation,  30  June,  1916,  Table  No.  6; 
C.  N.  Vol.  2194. 


3.  Arbitration,  p.  2130. 
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to  reserve  alternate  sections  in  large  blocks  of  land  for  particular 
railways  which  would  make  their  selections  in  these  reserved  blocks. 
Unfortunately  there  were  frequent  delays  and  the  care  with  which  railway 
companies  sought  out  only  the  best  lands  as  fairly  fit  for  settlement 
caused  a  good  deal  of  bitterness  among  the  settlers  who  were,  at  least 
temporarily,  denied  access  to  these  lands.  Frequently  the  railways  were 
unable  to  find  the  required  acreage  in  the  reserves  set  aside  for  them 
and  sought  lands  elsewhere.  In  other  cases  the  reserves  of  several  com¬ 
panies  overlapped,  resulting  in  confusion  and  sometimes  litigation.  The 
conflict  between  Mackenzie  and  Mann  and  Greenshields  and  Russell  over 
the  respective  land  reserves  of  the  Canadian  Northern  and  the  Qu*Appelle, 
Long  Lake  and  Saskatchewan  Railway  was  indicative  of  problems  involved 
in  the  selection  of  railway  lands.  Fastidiousness  in  selecting  only  the 
best  lands,  however,  paid  off  for  the  Canadian  Northern.  Its  lands  sold 
at  higher  average  prices  per  acre  than  those  of  any  of  the  other  land 
grant  railways.^  By  1916  the  Canadian  Northern  had  sold  3 >309 ,720 
acres1 2 3  for  $16,603,295.62.  The  unsold  Canadian  Northern  lands  at  that 
date  were  valued  at  $19,855,485.00.  This  figure  included  the  value  of 
lands  granted  on  the  prairies  and  in  Quebec,  Ontario  and  Nova  Scotia. 3 

The  main  criticism  against  the  railway  land  grant  system  was  that  it 
tended  to  retard  settlement  because  railways  were  slow  in  making  their 
selections,  particularly  if  these  lands  were  in  areas  not  directly  served 


1.  Martin,  o£.  cit.  p.  294. 

2.  Of  this  total,  only  150,000  acres  were  not  on  the  prairies. 

3.  Canadian  Northern  Railways  System,  Statements  for  Commission  of 
Enquiry  into  Railways  and  Transportation,  30  June,  1916,  Table  No. 
7b,  C.  N.  Vol.  2194. 


881 

. 

..  'i  ■.  g  i.  .!■  :  xjco  .  1  o:  .  .  -  c  v-  x~ 

' 

- 

. 

■  .  -  •  ’  '  ' 

- 

-.loo  Xs-ievoe  aevieeoi  er iS  eseso  *»ri  - 

orfT  eaflLCv8f^oa  b/tfi  noiai/^ioo  at  yU^JDwiOT  4fc«jq&X*mO  ee±n£q 

■ 

teLCsqqA*uP  «fli  fcoe  •  -  .  :  *  9riJ 

bovlovnl  cmaXdo^q  xC  e 

.  :  .  '  •  ••  •  -  '  ' 

.  ■  •  '  '■  -  -  '  '  «'  '  '  •'  ' 

bflfiX  TSiito  9fU  lo  ^  to  seoitt  ft-ni  e«*  **•<:.  -1  ;; 

oS:Vt^Ot»C  bloe  barf  m©ri#toll  n^ii\cf;rj  or.o  V.'.v^  fi  dnEig 

•  •  • 

.  .  ■  ■  ,  • 

<  .  -  •  ■ .  •  *u  li  '  .-■  •  •  ' 

H  saw  m<*V>  ins-xs  bnal  t»n£±«  oil*  -  ■  ***»  nifi®  0lfT 

bovxsa  .:  o€  .  i  •:■  .  ■  ■■  '  '  •  ■  '  «■  •  1 


..  .  ~ 

o  jo rx  eiew  &&iob  000*0^1 
■f  dx  ji  8T££wXl££ 

|  {  .  .  .  <  ■:  -  ■  ^  ••'  "  ’•  •  -  :  c,:  •  ;  ' 

"  .  _;.J  .  <  .  .  • 


. 


189 


by  the  owning  railway.  There  were  also  suspicions  that  the  railways 

often  held  the  better  lands  for  speculative  purposes.  Here  the  Canadian 

Northern  was  probably  less  guilty  than  some  of  its  competitors  since  the 

development  of  local  traffic  was  always  the  first  aim  of  that  railway. 

When  they  were  guilty  of  abuses  it  was  usually  in  areas  where  they 

had  been  granted  lands  but  which  were  far  removed  from  their  lines  and 

where  sale  and  settlement  would  only  serve  to  bring  additional  traffic 

to  their  competitors.  In  such  areas  the  selection  of  lands  was  often 

very  slow,  so  slow  in  fact  that  by  1907  the  federal  government  decided 

to  take  action.  It  decided  to  wind  up  the  whole  railway  land  grant 

system  in  short  order‘d  and  to  open  all  lands  in  the  railway  reserves 

to  pre-emption  privileges.  Under  pre-emption  procedures  successful 

settlers  were  allowed  to  purchase,  at  set  prices,  lands  adjacent  to 

2 

their  own  homesteads,  provided  such  lands  were  still  vacant.  This 
started  a  veritable  scramble  by  the  railways  to  locate  lands  before 
the  deadline,  but  marked  the  end  of  a  system  which  had  passed  its 
period  of  usefulness. 

It  is  difficult  to  evaluate  the  effect  of  the  several  land  grants 
on  the  Canadian  Northern.  The  three  railways  directly  involved  all  re¬ 
ceived  their  grants  before  Mackenzie  and  Mann  took  them  over  and  it  seems 
likely  that  they  would  have  been  built  with  or  without  the  land  grant 


1.  The  practice  of  granting  lands  to  new  railways  had  been,  with  a  few 
exceptions  such  as  the  Yukon  Railway,  discontinued  when  the  Liberals 
came  into  power  federally  in  1896.  The  winding  up  of  the  system  was 
largely  a  hangover  from  earlier  Conservative  policies. 


2.  Frank  Oliver  to  Laurier,  12  October,  1905;  Laurier  Papers,  Vol.  232, 
pp.  102035-102036. 
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during  the  prosperous  period  after  1896.  The  land  grants  clearly  did 
not  get  the  railways  built  during  the  depressed  period  prior  to  that 
year.  It  is,  nevertheless,  also  true  that  construction  of  these  lines 
would  not  have  taken  place  as  early  as  it  did  had  it  not  been  for  the 
land  grant.  The  Dauphin  area,  for  example,  might  have  waited  several 
years  more  before  obtaining  rail  facilities. 

The  land  grant  did  help  Mackenzie  and  Mann  to  finance  their  new 
road,  the  most  direct  help  being  the  1899  land  grant  bonds.  The  steady 
income  received  from  the  sale  of  lands  also  helped  the  railway  a  good 
deal.  Most  of  this  income  was  applied  directly  to  the  needs  of  the 
railway  for  additional  capital. 

Land  grants  were  the  raw  material  of  numerous  rumours  and  accusa¬ 
tions  of  scandalous  activities.  Such  activities  are  difficult  to  doc¬ 
ument  but  one  of  the  more  important  of  these  accusations  should  be  men¬ 
tioned.  Canadian  Northern  lands  were  not  directly  involved  but  the 
railway’s  promoters  were  and  the  railway  gained  significant  advantages 
from  the  transaction.  It  effectively  muted  parliamentary  opposition  to 
many  Canadian  Northern  schemes  for  several  years. 

The  entire  transaction  was  perpetrated  at  the  expense  of  the  C.  P.  R. 
and  did  not  cost  the  Canadian  Northern  a  cent.  It  was  the  kind  of  sharp 
dealing  that  Mackenzie  and  Mann  enjoyed  and  which  earned  them  their 
dubious  reputation.  The  transaction  is  best  related  as  it  was  outlined 
in  a  letter  to  the  Governor  General  from  his  secretary,  Arthur  Sladen. 

"There  has  been  a  tremendous  scandal  here  in  which  Hon.  G.  Foster, 

Mr.  Fowler  and  Mr.  Bennett,  M.  P.  and  two  or  three  other  lesser  lights 
of  the  Opposition  have  been  implicated  —  first  of  all  they  went  to 
Dan  Mann  and  got  him  to  show  them  the  proposed  line  of  a  new  branch 
of  the  Canadian  Northern  which  was  then  being  surveyed.  He  gave  them 
this  information.  Of  course  the  obvious  quid  pro  guo  was  that  they 
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should  not  oppose  C.  N.  R.  legislation  in  Parliament.  After  hav¬ 
ing  got  the  location,  they  tried  to  buy  land  from  the  owners  which 
happened  to  be  the  C.  P.  R.  ihe  price  asked  by  the  C.  P.  R.  Land 
Commissioner  was  $5.  an  acre,  but  this  did  not  suit  with  them  so 
they  asked  for  an  interview  with  Sir  Thomas  Shaughnessy,  (Not  tel¬ 
ling  him  anything  about  their  knowledge  of  the  new  C.  N.  R.  line  of 
course)  and  asking  for  a  lower  price.  Sir  Thomas  gave  it  them  for 
$3.50  an  acre,  the  quid  pro  quo  being  again  (presumably)  subservi¬ 
ence  to  C.  P.  R.  interests.  It  must  be  borne  in  mind  these  men 
were  all  Conservative  M.  P.s  and  it  was  also  proved  that  they  used 
Mr.  Borden fs  name  to  both  Mann  &  Shaughnessy  tho  it  has  also  been 
clearly  proved,  I  am  glad  to  say,  that  Borden  was  not  in  it  at  all. 
When  matters  got  to  this  state,  i.e.  buying  the  200,000  acres  of 
land  at  $3.50  an  acre,  Mr.  Foster  financed  it  with  the  funds  of  the 
Union  Trust  Co.  of  which  he  was  managing  director.  He  then  actually 
sold  it  back  to  his  own  Co.,  the  Union  Trust,  for  $5.50  an  acre. 

He  and  his  friends  netting  $200,000.  over  the  transaction.  Foster, 
besides  doing  this,  kept  back  some  10,000  of  the  best  land  for  him¬ 
self  and  thus  robbed  his  own  friends.  Besides  this,  they  were  mixed 
up  in  another  deal  and  by  means  of  a  false  option  made  $55,000.  out 
of  the  Union  Trust  Co.  again.  Most  of  what  I  have  reLated  was 
proved  by  the  production  of  the  original  correspondence  in  Court.” 

The  rapidly  rising  values  of  western  Canadian  lands  made  trans¬ 
actions  and  scandals  of  this  kind  possible.  Huge  fortunes  were  made  in 
land  speculation.  The  rise  in  land  values  frequently  accompanied  the 
arrival  of  the  railway  and,  while  there  is  considerable  evidence  that 
Mackenzie  and  Mann  managed  their  own  land  grants  responsibly,  the 
Canadian  Northern  was  well  aware  of  and  used  its  power  to  increase  the 
value  of  other  people Ts  land  in  ways  which  were  often  questionable. 

The  land  grant  system  itself  cannot  be  held  responsible  for  many  of 
these  aberrations.  It  was  one  of  the  less  attractive  aspects  of  the 
great  economic  boom  on  the  prairies,  largely  made  possible  by  the  coming 


1.  Sladen  to  Minto,  30  October,  1906;  Minto  Papers ,  Vol.  22,  pp.  121- 
123.  It  should  be  noted  that  this  report  contains  several  errors, 
the  most  obvious  being  the  statement  that  Bennett  was  an  M.  P.  in 
1906.  The  use  of  Borden’s  name  in  transactions  of  this  kind  is 
intriguing  but  hard  to  document .  Both  Sladen  and  Minto  considered 
Canadian  politics  to  be  corrupt  and  scandalous  but  took  comfort 
in  the  fact  that  neither  Laurier  nor  Borden  became  personally 
involved  in  such  affairs.  Other  sources  do  not  provide  the  same 
detail  as  Sladen’ s  account  but  support  the  accusations  made. 
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of  the  railways. 

In  the  case  quoted  above  the  Union  Trust  Company  made  a  handsome 
profit,  selling  the  lands  at  considerably  more  than  the  $5.50  per  acre. 
The  transaction  gave  Mackenzie  and  Mann  a  comparatively  unopposed  course 
of  action  for  several  years.  Thus,  in  an  unexpected  way,  the  Canadian 
Pacific  land  grant  helped  another  railway  to  build  in  western  Canada, 
but  hardly  in  the  manner  contemplated  by  those  who  drew  up  the  Canadian 
Pacific  charter. 

For  the  Canadian  Northern  their  land  grant  was  a  source  of  revenue 
and  credit  for  many  years.  The  lands  were  carefully  selected  but  were 
rarely  held  for  speculative  purposes  where  delay  in  their  sale  might 
impair  settlement  and  the  growth  of  traffic  for  the  railway.  Some  of 
the  more  controversial  land  transactions  of  Mackenzie  and  Mann  did  not 
involve  lands  covered  in  the  original  grant.  The  transactions  of  the 
Canadian  Northern  Town  Property  Development  Company,  for  example,  be¬ 
came  the  subject  of  later  controversy.  Both  the  buying  and  selling  of 
land  was  involved.  These  transactions,  however,  cannot  be  dealt  with 
here  since  the  entire  history  of  the  Canadian  Northern  Town  Property 
Development  Company  falls  into  the  period  after  1911. 

9. 

In  addition  to  their  ownership  of  extensive  prairie  land  grants, 
Mackenzie  and  Mann  also  acquired  interests  in  numerous  other  enterprises 
ancillary  to  their  main  interest,  the  railway.  Many  of  these  were  de¬ 
signed  simply  to  create  traffic  for  the  railway  and  Mackenzie  and  Mann's 
involvement  was  often  shortlived.  They  were  often  willing  to  sell  at 
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the  right  price  if  an  interested  buyer  undertook  to  continue  shipping 
over  Canadian  Northern  lines.  Their  primary  interest  was  always  the 
railway  and  its  needs,  particularly  its  need  for  traffic.  Without  a 
growing  volume  of  traffic,  the  best  financial  arrangements  and  con¬ 
struction  policies  were  doomed.  It  was  for  this  reason  that  Mackenzie 
and  Mann  frequently  acquired  interests  in  financially  troubled  ventures, 
backed  them  with  their  own  or  with  their  railway fs  credit  and,  when 
well  established,  turned  their  attention  elsewhere.  Their  activities  in 
this  regard  may  be  compared  with  those  of  the  urban  developer  whose  main 
interest  may  be  in  the  real  estate  business  but  who  must  nevertheless 
concern  himself  with  the  troubles  of  local  sewage  disposal  facilities 
if  his  own  project  is  to  prosper. 

Mackenzie  and  Mann  were  particularly  interested  in  any  ventures 
that  might  produce  traffic  flowing  in  the  opposite  direction  to  that 
of  the  bulky  grain  trade.  Their  involvement  in  the  lumber  business, 
in  the  development  of  mineral  resources,  and  later  in  Pacific  ventures 
such  as  the  fishing  and  whaling  industries  clearly  demonstrate  their 
efforts  to  balance  the  freight  structure  of  their  system. 

Many  of  these  traffic  producing  ventures  were  acquired  and  financed 
by  Mackenzie,  Mann  and  Co.  Ltd.,  and  did  not  become  a  part  of  the  Can¬ 
adian  Northern  Railway.  They  were  important  to  the  railway  because  of 
the  traffic  they  contributed  and  because  the  credit  of  the  promoters 
was  pledged  to  their  success. 

There  were,  however,  several  undertakings  which  were  deemed  not 
merely  complementary  to  the  requirements  of  the  railway,  but  constituted 
an  integral  part  of  the  services  usually  expected  of  a  railway.  Tele— 
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graphs,  express  and  cartage  companies,  terminal  and  dock  facilities, 
suitable  steamship  connections  or  services  were  some  of  the  business 
undertakings  in  which  the  railway  had  to  take  a  direct  interest.  A 
number  of  businesses  of  this  kind  were  incorporated  or  acquired  by 
Mackenzie  and  Mann  and  then  turned  over,  allegedly  always  at  cost,  to 
the  Canadian  Northern  Railway.  The  more  important  of  these  require 
special  mention  in  any  history  of  the  railway  of  which  they  become  an 
integral  part. 

One  of  the  earliest  ventures  of  this  kind  was  the  Canadian  North¬ 
ern  Telegraph  Company.  This  company  was  incorporated  in  1902.  A 
$300,000  5  per  cent  bond  issue  was  brought  out  and  $300,000.  of  the 
capital  stock  was  subscribed.^-  Both  were  taken  up  or  acquired  the  same 
year  by  the  Canadian  Northern  which  financed  its  purchase  of  the  bonds 
and  shares  of  the  telegraph  company,  as  well  as  those  of  several  other 
companies,  by  a  special  4  per  cent  Perpetual  Consolidated  Debenture 
Stock  issue. ^ 

The  Canadian  Northern  Telegraph  Company  provided  the  required 
telegraph  services  alongside  the  Canadian  Northern  Railway  lines.  It 
remained  a  fairly  small  and  relatively  unimportant  part  of  the  Canadian 
Northern  system  until  1915  when  it  took  over  the  much  larger  Great 
North  Western  Telegraph  Company,  thereby  becoming  one  of  the  country’s 
largest  telegraph  systems. 

A  second  ancillary  enterprise  acquired  by  the  railway  was  the 
Canadian  Northern  Express  Company.  This  company  was  also  incorporated 

1.  Arbitration,  pp.  2566-2567. 

2.  First  Annual  Report  of  the  Canadian  Northern  Railway  Company,  Toronto, 
September,  1903 9  P*  10. 
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in  1902,  the  incorporators  being  Mackenzie,  Mann  and  Co.  Ltd.  Unlike 
the  Canadian  Northern  Telegraph  Company,  the  Express  Company  was  not  ac¬ 
quired  by  the  Canadian  Northern  Railway  until  1910.  In  that  year  the  Ex¬ 
press  Company  was  amalgamated  with  another  Mackenzie  and  Mann  owned  company, 
the  Canadian  Northern  Transfer  Company  which  had  been  formed  to  transfer 
goods  to  and  from  Canadian  Northern  stations.  A  new  $3,000,000.  bond 
issue  was  brought  out  by  the  express  company.  This  and  the  $1,000,000. 
capital  stock  of  the  express  company  was  then  acquired  by  the  Canadian 
Northern  Railway  through  its  Perpetual  Consolidated  Debenture  Stock  issue.'1 2' 

At  the  same  time  that  the  Canadian  Northern  Railway  acquired  the 
Canadian  Northern  Express  Company  from  Mackenzie  and  Mann,  it  also 
purchased  the  bonds  and  shares  of  another  company,  the  Canadian  North¬ 
ern  Steamships,  Ltd.  The  steamships  company  had  been  incorporated  by 
Mackenzie  and  Mann  in  1909.  Large  amounts  of  the  capital  stock  of  the 

steamships  company  were  issued  to  Mackenzie  and  Mann  when  they  bought 

o 

and  turned  over  to  the  company  three  steamships.  Two  of  these,  the 
"Royal  Edward"  and  the  "Royal  George",  began  service  between  Montreal 
and  Bristol,  England,  in  May  of  1910.  During  World  War  I  the  "Royal 
Edward"  was  torpedoed  and  in  1916  the  Canadian  Northern  signed  a  com¬ 
prehensive  traffic  and  passenger  exchange  agreement  with  the  Cunard 
Steamship  Company,  whereby  Cunard  purchased  the  "Royal  George"  and  the 
Canadian  Northern  Steamships,  Ltd.,  withdrew  from  further  ocean  service. 


1.  Arbitration,  pp.  2566-2567.  The  l+%  Perpetual  Consolidated  Debenture 
Stock,  also  referred  to  as  Debenture  Bonds,  were  exchangeable,  up 
to  a  maximum  of  $10,000.  per  mile,  for  outstanding  bonds.  In  addi¬ 
tion  this  issue  was  used  to  purchase  the  stocks,  shares  and  secur¬ 
ities  of  several  companies,  including  the  Minnesota  and  Manitoba 
Railroad  Company,  the  Minnesota  and  Ontario  Bridge  Company,  the 
Canadian  Northern  Telegraph  Company,  and  others.  These  bonds  or 
debenture  stocks  could  be  issued  "from  time  to  time"  and  were  pay¬ 
able  "at  the  holder’s  option".  Minutes  of  Special  General  Meeting 
of  Shareholders  and  of  the  Board  of  Directors,  22  May,  1903; 

C.  N.  Vol.  1437.  pp.  13-26. 


2.  Kearney,  p.  229. 
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Another  company  which  eventually  became  an  integral  part  of  the 
Canadian  Northern  Railway  system  was  the  Canadian  Northern  System 
Terminals  (Limited).  It  was  incorporated  in  1907  to  purchase  terminal 
facilities  at  various  points  on  the  system.  Important  lands  and  other 
facilities  were  acquired  by  this  company  in  many  larger  cities,  usually 
through  the  intermediary  services  of  Mackenzie,  Mann  and  Co.  Ltd.  who, 
in  1912,  turned  over  to  the  Canadian  Northern  Systems  Terminals  many 
of  the  terminal  properties  they  had  acquired.  In  return  for  these 
properties  they  received  $2,000,000.  fully  paid  up  capital  stock  of 
the  terminals  company.'*'  Two  hotels,  the  Prince  Arthur  at  Port  Arthur 
and  the  Prince  Edward  at  Brandon  were  also  acquired  by  the  terminals 
company.  A  $7,000,000.  issue  of  perpetual  debenture  bonds  and  stocks 
was  brought  out  by  the  terminals  company  in  1912  but  in  1914  the  entire 
capital  stock  of  the  company  was  transferred  to  the  Canadian  Northern 
Railway  system  and  the  bond  issue  brought  under  the  Perpetual  Consoli- 
dated  Debenture  Bond  and  Stock  issues  of  the  railway  company. 

In  several  western  cities,  notably  Winnipeg  and  Edmonton,  joint 
terminal  facilities  and  stations  to  be  used  by  both  the  Canadian  North¬ 
ern  and  the  Grand  Trunk  Pacific  and,  in  the  case  of  Winnipeg,  the 
National  Transcontinental  Railway,  were  established.  Surprisingly 
amicable  relations  between  the  Canadian  Northern  and  the  Grand  Trunk 
Pacific  developed  in  this  connection,  but  only  after  the  Board  of  Railway 
Commissioners  had  unmistakably  declared  its  opposition  to  separate 
entrances  into  and  terminal  facilities  in  the  larger  cities  served  by 


1.  Kearney,  pp.  230-231.  C.  N.  Vol.  1190.  Canadian  Northern  Systems 
Terminals  Ltd.  Stock  Certificate  Book. 


2.  Ibid. 
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both  new  railways.  The  Manitoba  government  also  agreed  to  a  guarantee 
of  bonds  to  be  issued  for  the  construction  of  terminal  facilities  in 
Winnipeg,  but  made  its  guarantee  conditional  on  the  establishment  of  a 
joint  terminal.  Had  the  federal  and  provincial  governments  and  agencies 
displayed  a  similar  determination  and  farsightedness  in  their  overall 
railway  policy  much  of  the  duplicated  and  useless  railway  mileage  of 
the  prairies  might  never  have  been  built. 

In  both  Winnipeg  and  Edmonton  the  Canadian  Northern  was  the  first 
on  the  scene  and  it  was  Canadian  Northern  trackage  which  provided  the 
required  entrance  into  these  cities.  Hays  and  other  Grand  Trunk  Pacific 
officials  nevertheless  expressed  themselves  as  satisfied  with  the  arrange¬ 
ment  they,  with  the  assistance  of  the  politicians,  were  able  to  make 
with  the  Canadian  Northern. 

A  serious  dispute  did  develop  at  Winnipeg  between  the  Canadian 
Northern  and  the  National  Transcontinental.  It  centered  around  control 
of  eastbound  traffic  originating  on  the  Grand  Trunk  Pacific  lines  and 
was  in  part  the  result  of  an  oversight  by  the  federal  government  in 
failing  to  arrange  for  the  eastward  movement  of  Grand  Trunk  Pacific 
traffic  over  Canadian  Northern  lines  to  the  lines  of  the  National  Trans¬ 
continental  on  the  outskirts  of  Winnipeg.  When  the  National  Trans¬ 
continental  sought  to  build  its  own  line  to  the  Union  Station  in  Winnipeg 
further  difficulties  developed  in  the  crossing  of  property  owned  by 
Mackenzie  and  Mann.  The  incident  clearly  indicates  the  opinion  Mackenzie 
and  Mann  had  of  the  National  Transcontinental  and  the  lack  of  business 
acumen  on  the  part  of  the  federal  government  and  its  agencies.  It  does 
not  necessarily  disprove  the  validity  of  the  arguments  in  favour  of  joint 
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terminals  and  other  forms  of  co-operation  between  railways  in  order 
to  avoid  unnecessary  duplication  of  lines  and  facilities. 

One  of  the  basic  needs  of  pioneer  prairie  settlers  and  of  the 
railways  which  served  them  in  the  early  1900’s  was  a  ready  supply  of 
fuel,  particularly  of  coal.  Without  an  adequate  supply  of  coal  at 
reasonable  prices,  the  locomotive  would  not  run  and  the  settlers  could 
not  heat  their  homes.  Consequently  Mackenzie  and  Mann  became  keenly 
interested  in  numerous  coal  mining  ventures,  ranging  from  Cape  Breton 
Island  to  Vancouver  Island.  They  were  very  active  in  exploring  and 
developing  mines  of  their  own  as  well  as  in  forming  partnerships  or 
signing  traffic  agreements  with  existing  coal  companies.  The  most  com¬ 
mon  type  of  partnership  was  one  whereby  Mackenzie  and  Mann  agreed  to 
build  rail  lines  to  existing  or  developing  mines  showing  good  promise 
while  the  coal  company  agreed  to  sell  to  the  railway  at  agreed  prices 
and  to  send  all  its  coal  over  the  new  lines  to  be  built. 

One  of  the  best  documented  cases  of  Mackenzie  and  Mann’s  involve¬ 
ment  in  coal  ventures  relates  to  the  Brazeau  and  Kananaskis  coal  fields 
in  Alberta.  Here  they  formed  a  partnership  with  a  German  Development 
Company  represented  in  Canada  by  Martin  Nordegg.  The  methods,  if  not 
the  details,  of  Mackenzie  and  Mann’s  dealings  with  Nordegg,  as  related 
in  the  latter’s  autobiography,  provide  a  useful  insight  into  their 
business  activities.^ 

1.  Martin  Nordegg,  The  Possibilities  of  Canada  are  Truly  Great .  Unpub¬ 
lished  Autobiography  in  the  Public  Archives  of  Canada,  M.  G.  30, 
B-10.  This  autobiography  provides  very  useful  insights  into  the 
business  and  political  life  of  Canada  during  the  early  years  of  the 
century.  Nordegg  sought  to  have  it  published  but  his  critical  com¬ 
ments  about  some  leading  politicians,  particularly  regarding  some 
of  their  more  excessive  and  stupid  manifestations  of  patriotism 
during  World  War  I,  apparently  prevented  publication.  The  document 
requires  extensive  editorial  work  but  is  well  worth  publication. 
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Nordegg,  acting  on  behalf  of  the  German  Development  Company,  had 
explored  and  discovered  the  Brazeau  coal  deposits  and  become  convinced 
of  their  value.  He  expected  his  company  to  build  and  develop  the  required 
mines,  but  a  railway  to  buy  and  transport  the  coal  from  Alberta  to  the 
eastern  and  prairie  markets  was  needed.  Nordegg  approached  the  Canadian 
Pacific,  then  the  Grand  Trunk  Pacific,  but  both  companies  responded 
cautiously  and  gave  non-committal  replies.  Thereupon  Nordegg  consulted 
with  some  of  his  friends  about  the  advisability  of  approaching  Mackenzie 
and  Mann.  One  of  these  friends  warned,  "Who  sups  with  the  devil  must 
have  a  long  spoon.  But,  of  course,  the  coal  must  be  sold."^-  Mackenzie 
and  Mann,  according  to  Nordegg,  had  the  reputation  of  driving  very  hard 
bargains  and  of  negotiating  in  very  unethical  ways.1 2  It  was  therefore 
with  some  trepidation  that  he  made  his  first  appointment  with  Mackenzie. 

After  discussing  the  prospect  of  his  mines  and  the  need  for  markets 
and  a  railway,  Nordegg  was  very  much  surprised  to  find  Mackenzie  keenly 
interested  and  apparently  unconcerned  about  the  cost  of  the  railway. 
Mackenzie  indicated  a  willingness  to  purchase  far  more  coal  than  Nordegg 
had  expected.  In  short,  Mackenzie  immediately  indicated  his  interest 
if  not  his  determination  to  get  the  coal,  a  sharp  contrast  to  the  bargain¬ 
ing  techniques  of  the  other  railways  who  often  professed  lack  of  inter¬ 
est  in  the  hope  of  driving  the  price  down. 

Mackenzie  and  Mann  already  had  coal  interests  in  the  area  and  some 


1.  Ibid.,  p.  197. 

2.  Nordegg  goes  into  considerable  detail  tracing  the  early  history  of 
Mackenzie  and  Mann  and  the  Canadian  Northern.  There  are  several 
serious  mistakes  in  this  outline  and  much  of  it  was  apparently 
based  on  hearsay  or  newspaper  accounts. 
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plans  to  build  the  required  railway.  In  the  negotiations  with  Nordegg, 
Mackenzie  suggested  an  amalgamation  of  his  coal  interests  with  those  of 
the  German  company,  with  each  partner  taking  50$  of  the  shares  in  the 
amalgamated  company. 

Having  discussed  the  general  terms  of  the  arrangement  and  how  much 
each  partner  should  contribute  to  the  partnership,  Mackenzie  turned  the 
matter  over  to  Lash  who  in  turn  assigned  it  to  his  assistant,  F.H.  Phippen. 
Phippen  wrote  out  the  terms  of  the  proposed  agreement,  but  when  it  was 
brought  to  Mackenzie,  he  rejected  it.  The  reason,  Nordegg  felt,  was  an 
attempt  to  force  additional  concessions.  When  finally  Mackenzie  was 
satisfied,  the  matter  was  referred  to  Mann  who  found  further  fault  with 
the  arrangement  and  demanded  further  concessions.  This  was  the  kind  of 
hard  bargaining  for  which  Mackenzie  and  Mann  were  notorious.  Nordegg, 
by  his  own  account,  "stood  by  my  guns  as  long  as  I  could". ^  Then  he 
took  refuge  in  the  fact  that  he  too  must  refer  the  arrangement  to  his 
company1 s  officials  before  the  agreement  could  be  ratified.  An  invita¬ 
tion  was  extended  to  Mackenzie  to  visit  the  President  of  the  German 
company  in  Berlin.  There,  with  the  aid  of  elaborate  wining  and  dining 
and  smooth  old  world  diplomacy,  the  Germans  obtained  numerous  concessions 
from  Mackenzie  on  important  matters  where  Mackenzie  and  Nordegg  had  been 
unable  to  come  to  an  agreement.  Nordegg1 s  summary  of  Mackenzie  and 
MannTs  bargaining  techniques  is  enlightening. 

"I  had  many  dealings  with  Mackenzie  in  the  following  years,  and 
found  that  he  invariably  made  a  harsh  deal  or  at  least  attempted  it. 

It  was  his  habit.  But  having  agreed  to  something,  he  never  broke  his 
word.  When  he  wanted  to  go  back  on  his  word  he  used  his  partner 


1.  Ibid. .  p.  207. 
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Mann  -  and  appeared  to  stand  against  him,  till  he  finally  appealed 
to  my  kindness  in  asking  me  if  I  wanted  to  break  his  partnership 
with  Mann.  This  I  could  not  do,  of  course,  and  thus  Mam  was 
victorious. n-1 2- 

Others  who  dealt  with  Mann  found  that  Mackenzie  served  a  similar 
function  for  arrangements  made  by  Mann.  Yet  the  nature  of  the  partner¬ 
ship  between  the  two  men  was  such  that  the  threat  of  a  breakup  did  not 
appear  altogether  incongruous  to  those  who  were  asked  to  help  avoid  it. 
In  addition,  legal  objections  from  Lash  were  often  used  to  force  further 
concessions.  Men  like  Nordegg  were  accustomed  to  a  different  kind  of 
bargaining  and  those  who  fell  victim  to  it  often  became  very  bitter. 
Those  who  understood  and  effectively  withstood  these  techniques  fre¬ 
quently  found  it  advantageous  to  deal  with  Mackenzie  and  Mann.  The 
agreement  with  Nordegg  for  the  development  of  the  Brazeau  mines  proved 
advantageous  to  both  companies.  These  mines,  in  contrast  to  those  at 
Drumheller,  produced  a  good  steam  coal.  The  required  Canadian  Northern 
line  to  the  mine  was  completed  in  1914  under  the  charter  of  a  specially 
incorporated  company,  the  Canadian  Northern  Western  Railway.  The  usual 
federal  subsidy  for  railways  in  the  general  interest  of  Canada  and  a 

provincial  bond  guarantee  from  the  Alberta  government  were  obtained  for 
o 

this  line.  Ownership  of  the  railway  was  vested  in  Mackenzie,  Mann  and 
Co.  until  1914  when  the  stock  was  transferred  to  the  Canadian  Northern 
Railway.  Once  completed,  the  new  line  took  out  large  quantities  of  coal 
and  proved  highly  successful. 

The  coal  fields  near  Drumheller  attracted  Mackenzie  and  Mann’s 


1.  Ibid. ,  p.  208. 


2.  Kearney,  pp.  232-233.  Statutory  History,  p.  121. 
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attention  at  an  early  date  and  during  the  period  after  1909  they 
built  several  lines  to  serve  these  mines.  Unfortunately  the  Drumheller 
coal  was  of  a  soft  variety  and  produced  sparks  easily.  It  was  there¬ 
fore  not  altogether  suitable  for  use  on  Canadian  Northern  locomotives. 
When  the  railway  did  use  it  there  were  frequent  complaints  about  fires 
started  by  Canadian  Northern  locomotives.  The  coal  was  more  useful 
in  providing  fuel  for  prairie  settlers  and  the  lines  to  Drumheller, 
built  under  the  charter  of  the  Alberta  Midland  Railway,  were  designed 
to  carry  this  coal  to  prairie  markets. 

Before  the  opening  of  the  Drumheller  and  Brazeau  coal  fields 
Mackenzie  and  Mann  were  largely  dependent  on  eastern  sources  for  the 
supplies  of  coal  required  by  their  locomotives  and  by  the  settlers 
along  their  railway.  Most  of  this  coal  came  from  the  Pennsylvania  coal 
mining  areas.  To  facilitate  and  ensure  a  sufficient  supply  of  coal  to 
meet  their  needs  Mackenzie  and  Mann  signed  an  agreement  with  the 
Pittsburg  Coal  Company  in  1905.  Under  this  agreement  the  railway 
promoters  and  the  coal  company  agreed  to  build  a  much  needed  dock  and 
other  facilities  at  Port  Arthur,  each  company  furnishing  half  the  cost. 
The  Canadian  Northern  Coal  and  Ore  Dock  Company  was  incorporated  and  a 
$2,000,000.  dock  built  on  reclaimed  lands  in  the  Port  Arthur  harbour 
area.  Mackenzie  and  Mann  and  the  Pittsburg  Coal  Company  each  took  half 
the  bonds  and  stock  issued  by  the  dock  company.  Most  of  the  stock  taken 
by  Mackenzie  and  Mann  was  earned  through  construction  contracts  on  the 
dock  rather  than  by  cash  payments. 

It  subsequently  became  clear  that  the  interest  of  Mackenzie  and 
Mann  and  the  Pittsburg  Coal  Company  were  not  entirely  harmonious. 
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largely  because  the  coal  company  wanted  to  sell  to  any  interested 
purchasers  while  the  Canadian  Northern  demanded  preferred  treatment  at 
the  dock  in  which  they  held  a  50$  interest.  As  a  result  the  coal 
company  eventually  agreed  to  sell  its  entire  interest  in  the  dock  company 
to  Mackenzie  and  Mann  in  return  for  a  fixed  contract.  Mackenzie  and 
Mann  kept  the  stock  of  the  dock  company  but  sold  its  bonds  to  the  Cana¬ 
dian  Northern  Railway.  The  railway  in  turn  pledged  these  bonds  as 
security  for  new  issues  of  its  4$  debenture  stock.  Mackenzie  and  Mann, 
as  owners  of  the  dock  company,  leased  it  to  the  Canadian  Northern.^ 

The  Canadian  Northern  Coal  and  Ore  Dock  Company  never  became  an 
important  factor  in  the  iron  ore  trade  of  the  Missabie  range,  as  its 
promoters  at  one  time  hoped.  In  its  coal  business  it  proved  of  great 
importance  to  the  Canadian  Northern  Railway.  It  provided  that  railway 
with  coal  for  its  locomotives  and  valuable  westbound  traffic  to  balance 
the  flow  of  the  eastbound  grain  trade. 

These  various  undertakings  in  which  the  Canadian  Northern  Railway 
became  interested  required  considerable  financial  ingenuity  and  flexi¬ 
bility.  This  William  Mackenzie  possessed  in  large  measure,  as  the  vari¬ 
ous  forms  of  indebtedness  incurred  by  the  railway  amply  demonstrate. 
Historians  have  complained  of  the  proliferation  of  liabilities  and  the 
great  variety  of  debenture  bonds  and  stocks  issued  by  the  railway  and 
its  affiliates.^ 

The  two  most  important  points  to  be  made  about  Canadian  Northern 


1.  For  a  more  detailed  review  of  the  affairs  of  the  Canadian  Northern 
Coal  and  Ore  Dock  Company  see  Arbitration,  p.  2570-2573. 


2.  Stevens,  p.  57. 
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financing  are  the  very  great  importance  of  government  guarantees,  no 
matter  what  the  specific  name  of  the  guaranteed  security  might  be, 
and  the  fact  that,  names  of  securities  notwithstanding,  virtually  all 
the  shares  and  with  them  legal  ownership  and  control  of  the  railway 
and  its  affiliates  remained  firmly  in  the  hands  of  Mackenzie  and  Mann. 

The  capital  stock  of  their  companies,  as  distinct  from  debenture  stocks 
and  bonds  of  all  kinds,  remained  the  private  property  of  the  promoters. 
There  was  never  any  doubt  who  owned  and  controlled  the  railway.  Nor 
was  there  any  doubt  that  the  bonds  and  other  securities  of  the  railway 
were  strongly  backed  by  federal  and  provincial  governments.^- 

Most  Canadian  Northern  securities  issued  before  1911  were  marketed 
in  London  although  a  $5,000,000.  Canadian  Northern  issue  was  purchased 
by  J.  P.  Morgan  and  Co.  of  New  York  in  1904 ,  and  some  financing,  notably 
the  Brazeau  coal  mining  ventures,  was  done  in  European  capitals. 

The  success  in  selling  Canadian  Northern  securities  and  bringing 
much  needed  capital  to  Canada  was  in  large  measure  a  tribute  to  the 
promotional  activities  of  Mackenzie  and  his  London  director,  Home-Payne. 
But  this  success  would  have  been  impossible  without  the  strong  govern¬ 
ment  backing  the  railway  received  in  Canada  which  in  turn  was  made 
possible  by  the  demonstrated  needs  of  the  country  and  the  operational 
successes  of  the  railway.  The  railway  was  profitable,  the  territory 
it  served  promising  and  in  need  of  rail  services,  the  various  governments 
sympathetic  and  co-operative  in  granting  guarantees,  and  the  promoters, 
while  fully  subject  to  the  cyclical  fluctuations  of  the  international 
money  markets,  unusually  successful  in  selling  their  securities  at  good 


1.  See  Appendix  II  for  details  of  the  various  securities  issued  by  the 
Canadian  Northern  Railway  and  its  affiliated  companies. 
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prices.  One  of  the  great  contributions  of  the  Canadian  Northern  was 
that  it  raised  and  invested  very  large  amounts  of  money  in  the  Canadian 
economy  at  a  time  when  the  Canadian  economy  urgently  required  heavy 
capital  investment. 
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Chapter  VI  -  The  Canadian  Northern  Ontario  Railway,  1895-1911. 


1. 

The  prairie  lines  of  the  Canadian  Northern  were  always  the  strong¬ 
est  and  most  profitable  part  of  Mackenzie  and  Mann’s  railway  system. 

The  opinion  has  frequently  been  expressed  that  had  the  Canadian  Northern 
remained  a  prairie  system  it  would  never  have  been,  as  Mann  put  it, 

"in  Queer  Street."-'-  The  prairie  system  had  a  good  balance  of  main  lines 
and  branch  lines  It  did  a  sound  and  profitable  business  and  might  well 
have  survived  wartime  adversities  had  it  not  been  burdened  with  unprofit¬ 
able  lines  elsewhere,  particularly  in  British  Columbia  and  Ontario. 

The  decision  to  build  a  transcontinental  rather  than  a  strictly 
regional  railway  system  proved  in  the  end  disastrous  to  Mackenzie  and 
Mann.  Yet  they  held  very  widespread  railway  interests  and  ambitions 
from  an  early  date  and  these  made  the  decision  almost  inevitable.  The 
fact  that  much  of  the  early  development  of  the  Canadian  Northern  took 
place  on  the  prairies  and  was  characterized  by  a  spirit  of  economic 
expansion  most  pronounced  on  the  prairies  at  the  time  has  obscured  the 
fact  that  Mackenzie  and  Mann  also  acquired  expensive  railway  interests 
in  Ontario  as  early  as  1895,  the  same  year  they  first  became  promotion- 
ally  involved  in  prairie  railways.  Their  eastern  Canadian  ventures  did 
not  develop  as  rapidly  as  those  in  western  Canada  but  they  were  never 
entirely  dormant. 

In  fact  Mackenzie  and  Mann,  as  ambitious  railway  promoters,  early 
acquired  interests  in  railway  projects  in  the  different  regions  of 
Canada.  It  was  natural  that  they  should  eventually  try  to  link  these 


1.  Stevens,  p.  485. 

2.  President’s  report  as  published  in  the  Fourth  Annual  Report  of  the 
Canadian  Northern  Railway  Company.  1906,  pp.  6-10 
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scattered  projects  together  into  a  single  transcontinental  system,but 
the  construction  of  two  of  the  required  links  proved  too  costly  and 
ruined  the  system. 

Mann  later  justified  the  eastward  expansion  of  the  Canadian  North¬ 
ern  by  saying  ”We  were  in  the  west,  and  we  were  bottled  up;  anything  we 
had  to  send  there  or  get  from  the  east  had  to  go  over  our  rival’s  rail¬ 
way...!  tried  many  times  to  make  a  satisfactory  arrangement  with  them 
(the  C.  P.  R.)  but  they  were  not  friendly  and  (I)  could  not  do  it.”^ 

In  1906  Mann  gave  a  second  and  probably  more  compelling  reason  why  he 
and  his  partner  decided  to  build  transcontinentally.  ’’The  Company,” 
he  wrote,  ”is  in  a  position  of  having  three  independent  and  disconnected 
railways  in  operation. . .The  Company  in  spite  of  its  very  large  mileage 
and  of  the  fact  that  its  lines  reach  the  important  centres  of  Western 
and  Eastern  commerce,  is  incapable  of  adequately  performing  its  work 
as  a  great  national  highway  in  that  it  has  not  the  means  of  forwarding 
and  interchanging  traffic  between  its  different  Systems. 

It  will  be  the  purpose  of  this  chapter  to  examine  the  development 
of  the  Ontario  system,  first  as  a  regional  railway  but  later,  under  the 
more  ambitious  Canadian  Northern  Ontario  Railway  charter,  as  a  vital 
link  in  the  transcontinental  system.  Parallel  developments  taking  place 
somewhat  later  in  Quebec  and  the  Maritimes  and  still  later  in  British 
Columbia  will  be  discussed  in  following  chapters. 


1.  Arbitration,  p.  2684. 

2.  Mann  to  Laurier,  1  June,  1906;  Laurier  Papers .  Vol.  415.  pp.  110805- 

110806. 
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2. 


Mackenzie  and  Mann  first  became  interested  in  Ontario  railway 

schemes  in  1895*^  In  that  year  they,  together  with  others,  petitioned 

for  the  incorpo ration  of  the  James  Bay  Railway,  a  company  which  was  to 

construct  and  operate  a  line  of  railway  from  Parry  Sound  via  French 

o 

River,  Lake  Wahnapitae  to  Moose  River  on  James  Bay.  The  charter 
rights  of  the  James  Bay  Railway  were  extended  in  1897  to  include  a  line 
from  Parry  Sound  to  Toronto. 

In  1898  the  railway  received  a  subsidy  of  $4,000.  per  mile  from  the 
Ontario  government  for  that  portion  of  the  line  running  from  Parry  Sound 
to  Sudbury,  a  distance  of  about  90  miles. ^  During  the  following  year 
the  Ontario  government  voted  a  $2,000.  and  5,000  acre  per  mile  subsidy 
for  that  part  of  the  line  extending  from  Sudbury  to  Lake  Abitibi,  a 
distance  of  175  miles.  A  third  smaller  Ontario  subsidy  for  a  branch 

L 

between  Rose  Point  and  Parry  Sound  was  approved  in  1902,°  while  the 
federal  government  declared  that  portion  of  the  line  between  a  point  on 
the  Canada  Atlantic  Railway  near  Parry  Sound  and  French  River,  a  distance 
of  60  miles,  to  be  in  the  general  interest  of  Canada  and  therefore  eligible 


1.  Mackenzie  was  involved  in  the  Toronto  Street  Railway  prior  to  1895 
and  continued  his  interest  in  that  company  as  well  as  in  several 
electrical  development  projects  which  became  important  in  his 
political  dealings  with  Ontario  politicians. 

2.  Kearney,  p.  183;  CANADA.  58-59  Vic. .  cap.  50. 

3.  CANADA.  60-61  Vic.  cap.  4Z. 

4.  ONTARIO.  61  Vic.  cap.  22. 

5.  ONTARIO.  62  Vic.  cap.  2£. 

6.  ONTARIO.  2  Edw.  VII.  cap.  25 . 
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for  the  usual  $3,200.  to  $6,400.  variable  federal  cash  subsidy.'*' 

In  September  of  1903,  with  the  announcements  of  the  transcontinental 
ambitions  of  the  Grand  Trunk,  Mackenzie  and  Mann  approached  the  federal 
government  with  a  request  for  further  assistance  for  the  James  Bay  Rail¬ 
way.  In  a  lengthy  letter  to  Laurier,  Mann  stressed  that  this  railway 
would  provide  direct  connections  between  central  and  southern  Ontario 
and  the  proposed  new  National  Transcontinental.  It  would  develop  new 
fanning  areas,  open  new  areas  rich  in  natural  resources  and,  in  addition, 

would  fit  in  very  well  with  Mackenzie  and  Mann’s  own  transcontinental 

o 

ambitions.  Mackenzie  clearly  outlined  the  role  the  James  Bay  Railway 
should  play  when  he  wrote  Laurier. 

,?If  it  is  at  all  possible  for  you  to  help  us  this  session  in  this 
matter  (the  James  Bay  Railway  subsidy)  it  will  be  of  very  great 
advantage  to  our  system,  as  we  can  then  lay  our  plans  and  press  for¬ 
ward  with  what  we  consider  one  of  the  links  that  is  of  the  very  first 
importance  in  the  whole,  and  if  we  are  able  to  work  out  the  Canada 
Atlantic  scheme,  would  connect  the  whole  in  first  class  shape,  and 
if  we  did  not  succeed  in  working  out  the  Canada  Atlantic  problem, 
then  there  is  a  new  line  that  we  would  take  up  to  build  from  Hawkes- 
bury  to  Ottawa,  and  Ottawa  to  Midland,  which  would  be  a  shorter  line 
to  Georgian  Bay  Harbour  than  the  Canada  Atlantic,  and  would  not  cost 
much  over  half  the  money  that  is  asked  for  the  Canada  Atlantic.  This 
James  Bay  works  into  any  scheme  and  is  a  necessary  part  of  the  whole, 
and  I  hope  you  will  see  your  way  clear  to  endorse  it  and  put  it  in 
shape  this  session  so  that  we  may  be  able  to  put  the  finances  in  such 
shape  that  we  can  take  up  the  active  construction  in  the  early  Spring.,,J* 

Shortly  after  this  was  written  Mackenzie  and  Mann  lost  the  Canada 
Atlantic  to  the  Grand  Trunk,  and  in  1903  the  federal  government  also 
declined  to  meet  their  request  for  financial  aid  for  the  James  Bay 


1.  CANADA.  ^  Edw-  VII.  cap.  ££. 

2.  Mann  to  Laurier,  4  September,  1903;  Laurier  Papers.  Vol.  280.  pp.  76792- 
76796. 


3.  Mackenzie  to  Laurier,  6  September,  1903;  Laurier  Papers.  Vol.  280. 
pp.  76816-76817. 
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Railway. 

Rebuffed  in  Ottawa  the  James  Bay  Railway  promoters  turned  their 
attention  to  Toronto.  Premier  Ross,  about  to  face  a  provincial  elec¬ 
tion,  proved  sympathetic.  He  agreed  to  a  $20,000.  per  mile  provincial 
bond  guarantee  for  the  construction  of  268  miles  of  the  James  Bay  Rail¬ 
way.1 2 3 4  This  was  very  encouraging  and  on  the  basis  of  this  and  other 
subsidies  voted  earlier  Mackenzie  and  Mann  completed  construction  of 
271.38  miles  of  the  original  James  Bay  Railway  on  2  July,  1908.  This 
included  the  main  line  from  Rosedale  near  Toronto  to  Sudbury,  with 
several  spurs,  one  to  Key  Harbour  and  the  other  to  a  junction  with  the 

p 

Canada  Atlantic  near  Parry  Sound.  Much  of  the  railway  was  opened  and 
operated  before  the  official  opening  of  2  July,  1908. 

In  1905  the  charter  rights  of  the  James  Bay  Railway  were  very 
substantially  enlarged.  In  addition  to  the  Toronto-James  Bay  line  a 

new  line  from  Montreal  to  Port  Arthur  via  Ottawa,  Hawke sbury  and  French 

3 

River  was  authorized  and  another  from  Toronto  to  Ottawa.  The  Ontario 
railway  now  held  charter  rights  whereby  it  could  connect  with  its  sister 
systems  on  the  prairies  and  in  Quebec.  The  following  year  the  name  of 
the  James  Bay  Railway  was  changed  to  one  more  indicative  of  its  intended 
role.  It  became  the  Canadian  Northern  Ontario  Railway.1 

From  1906  onward  the  promoters  of  the  Canadian  Northern  Ontario 


1.  ONTARIO.  4  Edw.  VII,  cap.  20. 

2.  Kearney,  p.  184. 

3.  CANADA.  4-i  Edw.  VII,  cap.  110. 

4.  CANADA.  P.  C.  1193.  25  June,  1906. 
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Railway,  having  obtained  the  requisite  charter  rights,  were  constantly 
visiting  both  Toronto  and  Ottawa  in  search  of  aid  for  their  project. 

On  the  prairies  governments  usually  came  to  Mackenzie  and  Mann,  but  in 
Ontario  the  promoters  approached  the  government.  Their  arguments 
were  always  that  they  needed  the  additional  assistance  in  order  to 
complete  and  connect  their  extensive  railway  properties  in  western 
Canada,  Ontario  and  Quebec. 

"The  Company  is  in  the  position  of  having  three  independent  and 
disconnected  railways  in  operation.  The  western  system  serves  about 
80  per  cent  of  the  urban  population  of  the  Province  of  Manitoba, 
tapping  nearly  all  the  wheat  growing  sections  of  that  Province  and 
of  the  great  valley  of  the  Saskatchewan  River,  and  extends  westerly 
to  Prince  Albert  and  to  Edmonton.  The  Quebec  and  Ontario  systems  are 
serving  or  soon  will  serve  the  important  ports  and  industrial  centres 
of  Quebec,  Montreal  and  Toronto,  besides  other  smaller  cities  and 
towns  of  commercial  importance  in  Quebec  and  Ontario.  The  Company, 
in  spite  of  its  very  large  mileage  and  of  the  fact  that  its  lines 
reach  the  important  centres  of  Western  and  Eastern  commerce  is 
incapable  of  adequately  performing  its  work  as  a  great  national 
highway  in  that  it  has  not  the  means  of  forwarding  and  interchanging 
traffic  between  its  different  Systems."! 

The  underlying  assumption  of  Mackenzie  and  Mann’s  requests  for 
further  aid  was  that  the  rapid  economic  growth  and  development  of  the 
country  justified  the  construction  of  another  transcontinental  railway 
system.  In  1906  Mackenzie  and  Mann  specifically  asked  Laurier  for  a 
federal  bond  guarantee  of  $30,000.  per  mile  for  1,200  miles  of  new 
railway  lines  in  Ontario.  This,  of  course,  constituted  a  very  signi¬ 
ficant  addition  to  the  300  miles  the  Canadian  Northern  Ontario  Railway 

had  in  operation  at  the  time.  The  federal  government  was  understandably 

2 

cautious.  A  few  subsidies  for  small  branches  were  given  but  the  Port 


1.  Mann  to  Laurier,  1  June,  1906;  Laurier  Papers .  Vol.  4-15.  pp. 
11080 5 -110806. 

2.  CANADA.  6-2  Edw.  VII.  Cap.  40.  and  Edw.  VII .  Cap.  63. 
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Arthur  to  Montreal  line  was  left  in  abeyance  for  several  years. 

In  Toronto  Mackenzie  and  Mann  faced  a  familiar  problem.  The  Liberal 
government  of  Premier  Ross  which  had  granted  them  substantialaid  for  the 
Toronto-Sudbury  line  in  1904  was  defeated  the  following  year.  RossTs 
successor,  J.  P.  Whitney,  had  campaigned  against  provincial  subsidies 
to  railways.  In  addition  Whitney’s  brother  and  several  of  his  friends 
were  influential  in  the  Ontario  Power  Company,  a  company  in  competition 
with  some  of  Mackenzie’s  electrical  and  street  railway  interests  in 
Toronto . 

Nothing  daunted,  Mackenzie  and  Mann  immediately  assailed  Whitney 
with  requests  for  provincial  aid.  Whitney,  with  his  election  campaign 
fresh  in  mind,  could  hardly  do  anything  but  turn  down  these  requests 
in  May  of  1905.^" 

Mackenzie  moved  quickly  to  mend  his  political  fences  in  Toronto. 

He  made  it  clear  to  Whitney  that  his  electrical  and  street  railway  enter¬ 
prises  would  be  amenable  to  demands  of  the  new  provincial  government, 
something  which  had  not  been  the  case  while  the  Conservatives  were  in 
opposition.  By  February  of  1906  Whitney  was  writing  to  a  fellow 
politician,  ”1  may  say  also  in  passing  that  I  think  one  cause  of  the 
prejudice  which  today  undoubtedly  exists  in  Toronto  against  Mr.  Mackenzie 
has  been  that  in  the  past  -  not  at  present  -  the  Street  Railway  Company 
steadily  fought  against  anything  in  the  nature  of  carrying  out  the 
details  of  their  agreement  or,  perhaps  I  should  say  would  do  nothing 
until  compelled.  This  is  the  feeling  at  any  rate,  whether  justifiable 


1.  James  Leith  to  J.  P.  Whitney,  20  May,  1905;  Whitney  Papers ,  PAO, 

The  Whitney  Papers  are  arranged  chronologically.  The  Whitney  Papers 
are  arranged  chronologically  and  provide  a  number  of  interesting 
references  to  the  relations  between  Mackenzie  and  the  Ontario 
government . 
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or  not,  but  I  think  I  see  signs  of  this  growing  weaker. 

Even  more  important  than  promising  the  co-operation  of  the  Toronto 
Street  Railway,  Mackenzie  was  able  to  exert  an  influence  on  some  of  his 
business  partners  who  were  fiercely  opposed  to  Whitney1 2 s  hydro-power 
program.  Mackenzie  was  one  of  the  largest  users  of  electricity  in 
Toronto  and  a  close  associate  of  men  like  Frederic  Nicholls  and  Henry 
Pellat  of  the  Electrical  Development  Company.  It  was  Mackenzie  who 
became  the  champion  of  a  compromise  between  the  Ontario  government  and 
the  Electrical  Development  Company. 

Within  a  year  after  coming  to  power  the  Ontario  premier  was  con¬ 
verted  to  Mackenzie^  cause  and  in  1906  Mackenzie  again  requested  pro¬ 
vincial  aid  for  the  James  Bay  Railway.  The  Conservative  caucus,  however, 
was  not  yet  convinced  that  their  campaign  platform  of  the  previous  year 
was  mistaken  and  Whitney  wrote  rather  regretfully,  nWe  found  it  impos¬ 
sible  to  break  through  our  declared  policy  with  regard  to  aid  to  rail¬ 
ways  in  order  to  grant  the  application  of  the  James  Bay  people.  I 
rather  think  it  was  not  expected  that  we  would  and  therefore,  perhaps, 
there  was  not  too  much  disappointment. 

The  rapprochement  between  Mackenzie  and  Ontario  Conservatives  was 
hastened  in  1908  by  a  crisis  in  the  affairs  of  the  electrical  power 
companies.  One  of  these  companies,  the  Electrical  Development  Company, 
had  negotiated  an  important  agreement  with  the  Ross  government  shortly 
before  the  provincial  election  of  1905.  This  agreement  had  not  yet 
been  finalized  when  the  Ross  government  was  defeated.  The  incoming 


1.  Whitney  to  Griffin,  16  February,  1906;  Ibid. 

2.  Whitney  to  Scott  Griffin,  12  June,  1906;  Ibid. 
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Conservatives  under  Premier  Whitney  repudiated  this  agreement  and  took 
steps  whereby  the  government  itself  would  take  an  increasing  part  in 
the  generation  and  distribution  of  electrical  power.  The  loss  of  the 
1905  agreement  and  the  threat  of  a  government  sponsored  competitor  proved 
a  very  serious  blow  to  the  Electrical  Development  Company  and  in  1908  a 
default  on  interest  payments  on  its  bonds  seemed  imminent.  The  situation 
was  further  aggravated  when  the  provincial  government  began  negotiations 
for  the  purchase  of  electric  power  from  the  American  controlled  Ontario 
Power  Company,  a  company  in  which  Premier  Whitney’s  brother  was  prom¬ 
inent  . 

Premier  Whitney  was  worried  what  the  political  and  financial  con¬ 
sequences  of  a  default  by  the  Electrical  Development  Company  might  be. 

He  was  therefore  greatly  relieved  when  William  Mackenzie  suggested  a 
workable  solution. 

Some  members  of  Whitney’s  cabinet  strongly  urged  the  nationaliza¬ 
tion  of  the  power  companies^  but  the  Premier  did  not  feel  that  public 
opinion  was  ready  for  this. 

Mackenzie’s  program  was  a  fairly  simple  one.  He  himself  was  vitally 
interested  in  the  Toronto  Street  Railway  and  several  other  enterprises 
using  electrical  power.  In  1908  an  agreement  was  worked  out  whereby  the 


1.  The  Electrical  Development  Company  was  controlled  by  men  already 
closely  associated  with  Mackenzie  in  several  other  ventures  and 
the  invitation  by  these  men  to  Mackenzie  to  merge  his  electrical 
interests  and  help  them  in  a  time  of  difficulty  was  not 
surprising. 
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Electrical  Development  Company^  and  several  of  Mackenzie’s  companies 
were  merged.  Under  the  plan  Mackenzie  provided  the  necessary  funds  and 
credit  to  redeem  the  endangered  bonds  of  the  Electrical  Development 
Company  and  in  return  obtained  a  substantial  interest  and  influence  in 
that  company. 

Once  this  was  done  Mackenzie,  with  the  active  support  of  Premier 
Whitney,  made  an  amicable  agreement  with  the  Ontario  Power  Company  which 
was  already  negotiating  a  new  electrical  contract  with  the  Whitney 
government  for  the  orderly  development  and  distribution  of  electrical 
power  in  the  Niagara  to  Toronto  area.  This  very  materially  improved 
the  management  of  electrical  power  and  enabled  Mackenzie  to  offer  the 
government  electrical  power  at  a  lower  rate  than  the  provincial  power 
commission  had  thought  possible.  As  a  bonus  Mackenzie  agreed  that  the 
electrical  companies  under  his  control  would  submit  to  a  degree  of  govern' 
ment  control  over  rates  to  be  charged  in  the  province.  Whitney  was  very 
pleased  with  these  developments.  "Mackenzie,"  he  wrote,  "will  be  so 
situated  that  it  will  be  entirely  to  his  interest  to  endeavour  to  meet 


1.  The  agitation  for  nationalization  of  all  Ontario  hydro  development 
and  distribution  companies,  as  advocated  by  Adam  Beck  and  his  sup¬ 
porters  was  well  advanced  at  this  time  and  certainly  a  complicating 
factor  in  the  troubled  affairs  of  the  Electrical  Development  Company. 
Whitney’s  relations  with  Mackenzie  suggest  that  he  was  not  whole¬ 
heartedly  in  favour  of  nationalization  and  greatly  relieved  when 
Mackenzie  suggested  a  way  whereby  power  would  be  provided  by  private 
companies  at  low  government  controlled  rates.  The  government  owner¬ 
ship  arguments  in  connection  with  Ontario  electrical  power  develop¬ 
ments  were  similar  to  those  threatening  the  railways  and  Mackenzie’s 
response  to  the  danger  was  almost  identical  in  both  cases.  The 
account  of  this  situation  as  given  by  W.  R.  Plewman  in  his  book 
on  Adam  Beck  and  the  Ontario  Hydro  is  confused  and  misleading. 

Mr.  Plewman  knew  more  about  Adam  Beck  than  about  the  activities  and 
objectives  of  Beck’s  opponents.  The  exact  point  at  which  William 
Mackenzie  gained  control  of  the  affairs  of  the  Electrical  Development 
Company  is  of  particular  importance  here. 
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our  views.”^  The  same  basic  policies  that  were  making  Mackenzie  a 
successful  railway  promoter  on  the  prairies  were  applied  with  similar 
success  to  the  development  of  electrical  power  in  Ontario.  The  conflict 
between  free  enterprise  and  government  ownership  was  resolved  by  an 
agreement  which  left  the  power  companies  in  private  hands  but  gave  the 
government  control  over  rates. 

Mackenzie’s  co-operation  with  the  Whitney  government  on  the  elec¬ 
trical  power  question  paved  the  way  for  extensive  provincial  assistance 
for  the  Canadian  Northern  Ontario  Railway.  During  the  1908  legislative 
session  the  Ontario  government  agreed  to  a  provincial  guarantee  on  a 
£  1,615,068  issue  of  debenture  stock.  This  aid  was  to  assist  the 
railway  in  building  four  smaller  branch  lines  from  its  Toronto  Sudbury 
line  totalling  not  more  than  50  miles,  and  to  acquire  various  terminal 
and  other  properties  in  Toronto. 2 


3. 


The  Toronto-Sudbury  line  was  one  of  three  main  lines  projected  by 
the  Canadian  Northern  Ontario  Railway.  Most  of  the  actual  construction 
on  this  line  was  completed  in  1907  and  1908.  The  second  line  was  to 
run  from  Ottawa  to  Toronto  and  ultimately  Hamilton  and  the  International 
Bridge  at  Niagara  Falls.  The  third  was  the  main  transcontinental  line 
from  Port  Arthur  to  Ottawa  and  on  to  Hawkesbury  and  Montreal. 

Mackenzie  and  Mann  and  their  associates  began  planning  for  the 


1.  J.  P.  Whitney  to  E.  C.  Whitney,  27  February,  1908;  Ibid. 

2.  Minute  of  Meeting  of  Shareholders  of  the  Canadian  Northern  Ontario 
Railway,  13  June,  1908;  C.  N.  Vol.  1259.  pp.  46-52.  The  debenture 
stock  represented  a  liability  of  the  railway,  not  equity  capital. 
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Toronto-Ottawa  line  at  an  early  date.  On  this  line,  more  than  on 
any  other,  they  relied  heavily  on  the  acquisition  of  various  smaller 
railways  already  established  in  their  own  particular  areas.  These 
railways  were  used  where  possible  as  links  in  the  main  line  but  were 
also  expected  to  serve  as  valuable  feeder  lines.  The  manner  in  which 
several  of  these  smaller  lines  came  into  the  possession  of  Mackenzie 
and  Mann  is  of  considerable  interest. 

The  first  established  Ontario  railway  acquired  by  Canadian  North¬ 
ern  interests  in  this  connection  was  the  Irondale  Bancroft  and  Ottawa 
Railway.  This  railway,  originally  incorporated  as  the  Toronto  and 
Nipissing  Eastern  Extension  Railway,  was  authorized  to  build  from  a 
point  on  the  Toronto  and  Nipissing  Eastern  Railway  to  Ottawa.  In  the 
1880 *s  and  1890Ts  it  built  about  45  miles  of  railway  in  the  area  north 
of  Peterborough  and  Belleville.  It  ran  into  serious  financial  difficul¬ 
ties  in  the  1890* s  and  had  received  substantial  advances  from  its 
solicitor,  Z.  A.  Lash.  These  advances  were  initially  made  on  the 
security  of  the  federal  subsidy  to  be  earned  by  the  railway.'1 2'  In  1894, 
in  order  to  improve  the  finances  of  the  railway,  the  authorized  capital¬ 
ization  of  the  railway  was  raised  from  $100,000.  to  $2,500,000.  A  total 

of  535  $100.  shares  was  issued,  of  which  485  came  into  the  possession  of 
o 

C.  J.  Pusey.  Pusey  died  in  1899  and  his  shares  came  into  the  possession 
of  the  railwayTs  chief  creditors,  Z.  A.  Lash  and  his  associate  J.  H.  Plummer. 
These  two  men  also  held  $450,000.  of  the  company* s  first  mortgage  bonds 


1.  Z.  A.  Lash  to  Laurier,  22  December,  1896;  Laurier  Papers.  Vol.  ^0, 
p.  9969. 

2.  Minute  of  Shareholders*  Meeting  of  the  Irondale,  Bancroft  and  Ottawa 
Railway,  24  April,  1894;  C.  N.  Vol.  1413.  pp.  91-95. 
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and,  in  addition,  the  railway  owed  them  $374,324.68.-*-  With  the  acqui¬ 
sition  of  Pusey’s  shares  Lash  and  Plummer  gained  control  of  the  rail¬ 
way.  A  few  years  later  Lash  acquired  Plummer1 2 3 s  interest,  thus  becom¬ 
ing  virtually  the  sole  owner. 

On  16  October,  1909,  Lash  sold  his  entire  interest  in  the  Irondale, 
Bancroft  and  Ottawa  Railway  to  Mackenzie  and  Mann.  They  in  turn  sold 
it  in  1910  to  the  newly  incorporated  Ontario  and  Ottawa  Railway,  obtain- 

2 

ing  shares  of  the  new  company  in  exchange  for  their  interest  in  the  old. 
The  Ontario  and  Ottawa  Railway  charter  was  an  enlargement  of  the  Irondale, 
Bancroft  and  Ottawa  Railway  and  authorized  the  construction  of  a  line 
from  Lake  Couchiching  to  Ottawa.  The  anticipated  new  mileage  was  never 
built  and  in  1914  the  Ontario  and  Ottawa  Railway  officially  became  a 
part  of  the  Canadian  Northern  Railway  system  very  little  changed  from 
the  time  when  it  had  been  the  Irondale,  Bancroft  and  Ottawa  Railway. 

A  second  Ontario  line  acquired  by  the  Mackenzie  and  Mann  interests 
was  the  Central  Ontario  Railway.  This  railway,  originally  incorporated 
in  1873  as  the  Prince  Edward  County  Railway,  built  a  line  of  railway  from 
Piet on  to  Trenton  and  from  there  northerly  to  Bancroft  and  ultimately 
as  far  as  Wallace,  Ontario.  It  financed  its  construction  through  a 
$20,000.  per  mile  6%  bond  issue.  This  bond  issue  totaled  $2,200,000. 
and  matured  in  1902.3 


1.  ShareholdersT  Meeting  of  4  and  26  September,  1905;  Ibid. .  pp.  173- 
174  and  186-188. 

2.  Shareholders’  Meeting,  30  August,  1910;  Ibid. ,  pp.  199-200. 

3.  The  Minute  Book  of  the  Ontario  Central  Railway  contains  a  good  deal 
of  correspondence  and  other  evidence  on  the  troubled  financial 
history  of  this  railway.  C.  N.  Vol.  1193. 
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Shortly  before  1902  one  of  the  directors,  T.  G.  Blackstock,  began 
buying  up  the  outstanding  bonds  of  the  railway.  The  railway  later 
argued  that  Blackstock  had  really  been  doing  so  as  a  trustee  of  and  on 
behalf  of  the  railway.  The  bonds  were  bought  at  very  considerable  dis¬ 
counts  but  in  1902,  instead  of  turning  the  bonds  over  to  the  railway  at 
the  price  he  had  paid  Blackstock,  claiming  he  had  bought  the  bonds  on 
his  own  rather  than  on  the  railway1 s  behalf,  demanded  payment  at  a 
considerably  higher  price.  The  railway  began  a  protracted  legal  battle 
to  force  Blackstock  to  give  up  the  bonds  at  the  amount  actually  paid  by 
him,  plus  accrued  interest.  When  the  bonds  matured  in  1902  the  railway, 
being  unable  and  unwilling  to  meet  BlackstockTs  demands,  went  into 
receivership,  George  Collins  being  appointed  receiver  and  manager.^ 

Both  the  railway’s  constituted  management  and  its  chief  creditor  tried 
to  direct  the  policies  of  the  troubled  railway  and  the  manager  complained 
that  for  several  years  the  railway  was  the  pawn  of  two  opposing  groups 
representing  the  major  bondholders  on  the  one  hand  and  the  Ritchies  of 
Akron,  Ohio,  who  were  the  railway’s  major  shareholders.  The  affairs 
of  the  railway  suffered  accordingly  and  by  1906  it  became  clear  to  both 
sides  that  if  anything  at  all  was  to  be  salvaged  the  dispute  must  be 
ended . 

It  was  at  this  stage  that  Mackenzie,  Mann  and  Company  became 
involved.  On  29  January,  1906,  despite  warnings  from  the  receiver  and 
manager,  they  bought  out  all  of  Blackstock ’s  claims  and  interests  in  the 


1.  See  letter  from  George  Collins  to  the  shareholders  as  read  at  the 
Shareholders’  Meeting,  16  May,  1906;  Ibid. .  insert  between  pages 
20S  and  209. 
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Central  Ontario  Railway.^-  They  immediately  opened  negotiations  with 
Collins  and  the  Ritchies  to  resolve  the  long  standing  dispute.  By 
10  January,  1907  a  new  agreement  had  been  worked  out.  The  capital 
stock  of  the  Central  Ontario  Railway  was  increased  to  allow  issues  of 
$1,336,000.  of  preferred  stock  and  $2,004,000.  of  common  stock. ^ 
Mackenzie  and  Mann  then  exchanged  all  their  claims  against  the  railway, 
as  acquired  from  Blackstock,  for  $3,290,000.  of  stock. ^  The  old  bond 
issue  was  completely  liquidated  and  the  mortgage  against  the  railway 
cancelled.  S.  J.  Ritchie,  representing  the  interests  of  the  former 
owners,  was  given  a  new  $1,200,000.  issue  of  bonds  carrying  a  5% 
interest  rate. 

Ritchie  and  the  other  directors  and  owners  of  the  Central  Ontario 
Railway  were  allowed  to  retain  qualifying  shares  and  continued  in  their 
positions  as  directors  and  chief  officers  of  the  railway  until  1914, 
when  the  railway  formally  became  a  part  of  the  Canadian  Northern  Railway 
System.  Control  of  the  entire  capital  stock  of  the  railway,  however, 
passed  into  the  hands  of  Mackenzie  and  Mann  with  the  1906  and  1907 
agreements. 

The  Central  Ontario  Railway  was  to  serve  a  double  purpose  for 
Mackenzie  and  Mann.  First,  it  provided  a  direct  connection  between  the 
Irondale,  Bancroft  and  Ottawa  railway  and  the  proposed  new  Toronto- 
Ottawa  line.  Secondly,  it  was  to  provide  valuable  traffic  as  a  feeder 


1.  Loc.  cit. 

2.  Directors’  Meeting  of  the  Ontario  Central  Railway,  10  January,  1907; 
Ibid.,  p.  212. 


3.  Kearney,  p.  245. 
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to  this  main  line.  Mackenzie  and  Mannfs  concern  about  developing  the 
local  traffic  resources  to  support  their  main  lines  in  Ontario  was  simi¬ 
lar  to  their  determination  to  find  traffic  for  their  western  lines.  Un¬ 
fortunately  the  Ontario  lines  they  acquired  did  not  pass  through  rapidly 
developing  territory  and  none  of  these  local  eastern  lines  were  profit¬ 
able  in  themselves.  The  amount  of  traffic  they  contributed  to  the  main 
lines  rarely  offset  operating  losses,  although  such  losses  were  kept  to 
a  minimum  by  economical  and  often  sporadic  service.'1'  There  was  colour 
and  adventure  on  these  backwoods  Ontario  railways,  even  if  punctuality 
and  speed  rarely  characterized  operations. 

A  fourth  constituent  of  the  Mackenzie  and  Mann  railway  system  be¬ 
tween  Toronto  and  Ottawa  was  added  in  1910  with  the  acquisition  of  the 
Brockville,  Westport  and  Northwestern  Railway.  This  railway,  origin¬ 
ally  incorporated  in  1871  as  the  Brockville  and  Westport  Railway,  had 
a  checkered  history.  Initial  plans  to  build  in  the  1870’s  failed  and 
nothing  was  done  on  the  railway  until  1884,  when  the  company  was  re¬ 
organized  under  the  name  of  the  Brockville,  Westport  and  Sault  Ste. 

Marie  Railway  Company.  Construction  of  the  railway Ts  first  and  only 
mileage  was  completed  in  the  four  years  that  followed.  A  40  mile 
line  from  Brockville  to  Westport  was  opened  in  1886,  and  a  4.5  mile 

extension  to  Lyn  Junction  on  the  Grand  Trunk  line  was  completed  in 
o 

1888.  To  finance  this  construction  the  railway  authorized  large 

3 

issues  of  construction  bonds. 


1. 

Stevens, 

pp.  376-330. 

2. 

Kearney, 

p.  214. 

3. 

Stevens, 

p.  377. 
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Operations  on  the  railway  were  rarely  sufficiently  profitable  to 
meet  fixed  charges.  As  this  fact  became  increasingly  clear  the  value 
of  the  bonds  depreciated  sharply.  A  New  York  trust  company,  however, 
saw  possibilities  in  the  Ontario  railway  which,  it  was  thought,  might 
become  a  northward  extension  of  one  of  the  New  York  railway  systems. 
Accordingly  the  Knickerbocker  Trust  Company  began  buying  up  the  depre¬ 
ciated  bonds  of  the  Brockville,  Westport  and  Sault  Ste.  Marie  Railway. 

In  1903,  after  buying  up  most  of  the  outstanding  bonds,  the  Knicker¬ 
bocker  Trust  Company  foreclosed  and  obtained  an  order  from  the  Master  of 
the  High  Court  of  Justice  at  Brockville  for  the  forced  sale  of  the  rail¬ 
way.  It  was  sold  for  only  $150,000.,  the  purchasers  all  being  men  close¬ 
ly  associated  with  the  Knickerbocker  Trust  Company.  The  new  owners  of 
the  railway  renamed  it  the  Brockville,  Westport  and  Northwestern  Railway 
and  reorganized  its  finances  through  a  $450,000.  First  Mortgage  Gold  Bond 
Issue. ^  The  bonds  were  secured  by  mortgage  to  the  Knickerbocker  Trust  Co. 

This  gave  the  railway  the  financial  backing  it  needed  to  carry  on 

respectably  for  several  years  but,  on  1  December,  1908,  it  defaulted  on  an 

o 

important  interest  payment  on  its  bonds.  The  hopes  of  the  owners  to  see 
the  Brockville,  Westport  and  Northwestern  Railway  as  part  of  an  international 
railway  with  connections  with  one  of  the  New  York  systems  had  been  disap¬ 
pointed.  In  1908  they  were  eager  to  get  rid  of  their  Ontario  property. 

Lengthy  negotiations  were  begun  with  Mackenzie  and  Mann  and  with 


1.  These  bonds  were  valued  at  l, 2one  thousand  dollars  in  gold  coin  of  the 
United  States51,  hence  their  name.  They  carried  a  l$>  rate  of  inter¬ 
est  and  matured  in  twenty  years.  Shareholders1  and  Directors’  meet¬ 
ings  and  copies  of  mortgage  agreements,  23  November,  1903;  C.  N. 

Vol.  310.  not  paginated. 

2.  The  developments  leading  to  the  sale  of  the  railway  are  recounted 
in  the  minutes  of  a  meeting  of  the  Directors  of  the  Brockville, 
Westport  and  Northwestern  Railway  on  25  January,  1912.  Ibid. 
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other  Canadian  railway  interests.  In  April  of  1910  these  led  to  an 
offer  by  the  New  Yorkers  to  sell  the  entire  $450,000.  bond  issue  and 
the  entire  $900,000.  Capital  Stock  of  the  railway  to  Mackenzie  and  Mann 
for  $382,500.  Two  months  later  a  second  offer  to  sell,  this  time  for 
$362,500.  was  made.^ 

There  is  no  evidence  that  any  money  was  paid  by  Mackenzie  and  Mann 
in  1910  but  on  July  of  that  year  a  controlling  interest  in  the  capital 
stock  of  the  Brockville,  Westport  and  Northwestern  Railway  was  trans¬ 
ferred  to  men  representing  Canadian  Northern  interests.  The  settlement 
of  the  financial  aspects  of  this  transaction  was  left  to  the  courts. 

This  happend  when,  in  1911,  the  Knickerbrocker  Trust  Company  initiated 
legal  action  against  the  railway  for  its  default  on  interest  payments 
on  the  bonds. 

By  mutual  consent  of  the  solicitors  for  both  the  trust  company  and 
the  railway,  a  Court  Order  for  a  forced  sale  of  the  railway  was  sought 
and  obtained. ^  It  was  sold  on  14  December,  1911,  to  R.  P.  Ormsby,  acting 
on  behalf  of  the  Canadian  Northern  Railway,  for  $250,000. ^  A  formal 
agreement  of  sale  between  Ormsby  and  the  Knickerbrocker  interests  was 
signed  on  24  January,  1912.^  The  railway  remained  formally  in  Ormsby* s 
hands  until  1914  when  it  became  one  of  the  constituent  companies  of  the 


1.  Kearney,  p.  214;  and  C.  N.  Vol.  310. 

2.  A  copy  of  the  minutes  of  the  proposed  judgement  is  contained  in  the 
Minute  for  the  Directors*  Meeting  of  the  Brockville,  Westport  and 
Northwestern  Railway,  6  July,  1911;  Ibid. 

3.  Directors*  Meeting  of  the  Brockville,  Westport  and  Northwestern 
Railway,  25  January,  1912;  C.  N.  Vol.  310. 


4.  Kearney,  p.  214. 
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Canadian  Northern  Railway  System. 

A  fifth  and  final  branch  or  feeder  line  between  Toronto  and  Ottawa 
was  acquired  by  Mackenzie  and  Mann  in  1910.  This  was  the  Bay  of  Quint e 
Railway,  incorporated  in  1881  and  amalgamated  in  1896  with  the  Napanee, 
Tamworth  and  Quebec  Railway.  In  1910  it  had  about  58  miles  of  line  in 
operation,  all  in  the  Bay  of  Quinte  area,  and  was  owned  by  the  Rathbun 
Company.  On  1  July,  1910  Mackenzie  and  Mann  purchased  the  line  outright 
for  $500,000.^*  It  served  in  part  as  a  link  in  the  main  Toronto-Ottawa 
line,  and  in  part  as  a  local  feeder  line  and  it  too  became  a  part  of 
the  Canadian  Northern  Railway  System  in  1914. 

The  small  local  lines  thus  acquired  by  Mackenzie  and  Mann  or  their 
agents  provided  a  portion  of  the  main  line  trackage  from  Toronto  to 
Ottawa.  New  lines  were  constructed  to  fill  the  large  gaps  that  remained 
and  to  connect  the  several  local  lines.  This  new  construction, as  well 
as  much  of  the  cost  of  acquiring  the  smaller  local  lines,  was  financed 
through  bond  issues.  On  25  June,  1909,  the  Directors  of  the  Canadian 
Northern  Ontario  Railway  authorized  the  issuing  of  bonds  up  to  $30,000. 
per  mile  for  the  Toronto-Ottawa  line,  the  proceeds  to  be  used  either 

p 

for  new  construction  or  in  the  acquisition  of  existing  railways. 

£800,000  were  immediately  issued  and  further  issues  were  brought  out 
as  construction  proceeded.  As  in  the  case  of  their  other  railways, 
Mackenzie  and  Mann  did  much  of  the  promotional  and  construction  work  of 
the  Canadian  Northern  Ontario  Railway  and  maintained  complete  control 


1.  Ibid.,  p.  9. 

2.  Special  General  Meeting  of  Shareholders  of  the  Canadian  Northern 
Ontario  Railway,  25  June,  1909;  C.  N.  Vol.  1259.  pp.  75-87. 
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over  the  entire  capital  stock  of  that  railway.  Most  of  the  construc¬ 
tion  on  the  Toronto -Ottawa  line  was  completed  between  1910  and  1912. 
Projected  extensions  to  Hamilton,  St.  Catharines  and  the  International 
Bridge  were,  however,  delayed  and  in  fact  never  built  by  Mackenzie 
and  Mann,  although  the  promoters  always  felt  that  favourable  exchange 
arrangements  at  the  International  Bridge  at  Niagara  Falls  would  prove 
of  immense  advantage. 

Altogether  Mackenzie  and  Mann’s  Ontario  projects  were,  super¬ 
ficially  at  least,  remarkably  similar  to  those  on  the  prairies.  The 
Toronto-Sudbury  line  was  expected  to  produce  considerable  local  traffic 
and  special  arrangements  were  made  with  a  number  of  lumbering  and  min¬ 
ing  companies  whereby,  in  return  for  certain  fixed  rates  and  necessary 
spur  line  construction,  these  companies  agreed  to  send  all  their  freight 
over  the  new  railway.  In  fact  Mackenzie  and  Mann  showed  the  same  con¬ 
cern  for  local  traffic  in  Ontario  as  they  had  on  the  prairies.  On 
the  Toronto -Ottawa  line  feeder  and  branch  lines  were  acquired  in  the 
hope  that  they  would  provide  the  necessary  local  traffic  for  the  main 
lines.  The  basic  assumption  was  that  the  main  lines  could  be  made 
profitable,  but  only  if  they  were  supported  by  a  sound  system  of 
collector  and  feeder  lines.  The  failure  of  the  local  lines  in  Ontario 
to  contribute  the  same  amount  of  traffic  as  the  prairie  lines,  passing 
through  rapidly  developing  territory,  very  greatly  reduced  the  Canadian 
Northern  Ontario  Railway’s  chances  of  success. 


4. 


The  third  main  line  of  the  Canadian  Northern  Ontario  Railway,  the 
line  between  Ottawa  and  Port  Arthur,  could  not  be  justified  on  the  same 
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grounds  as  the  other  two.  While  timber,  mineral  and  agricultural 
resources  might  provide  enough  traffic  for  the  other  Ontario  main  lines, 
there  was  no  doubt  that  from  Sudbury  to  Port  Arthur  local  traffic  could 
not  be  expected  to  meet  operational  costs  and  fixed  charges.  Mackenzie 
and  Mann  were  understandably  hesitant  about  building  this  line  although 
they  felt  from  a  very  early  date  that  direct  connection  between  their 
western  and  eastern  systems  was  a  necessity.  In  1904,  before  the  terms 
of  the  Grand  Trunk  Pacific  contract  were  fully  settled,  Mackenzie  and 
Mann  indicated  a  general  willingness  to  negotiate  for  running  rights 
over  the  C.  P.  R.,  provided  reasonable  terms  could  be  obtained.'1' 

The  C.  P.  R.,  hoping  that  a  conciliatory  attitude  on  its  part 
might  induce  the  federal  government  to  abandon  the  construction  of  a 
new  line  north  of  Lake  Superior,  proved  receptive  to  the  idea.  The  plan 
failed,  however,  when  it  became  clear  that  the  federal  government  would 
proceed  with  its  plan  for  a  second  transcontinental.  From  that  point 
on  Mackenzie  and  Mann  bombarded  Laurier  with  requests  for  aid  for  a 
line  of  their  own  north  of  Lake  Superior.  They  refused  to  sign  running 
rights  agreements  with  either  of  their  competitors  if  these  required 
them  to  ship  all  their  eastbound  traffic  over  the  line  with  which  they 
had  the  agreement.  Neither  railway  would  negotiate  on  any  other  basis. 
It  would  have  been  disastrous  for  the  western  road  to  place  itself  at 
the  mercy  of  either  of  its  competitors.  In  addition  Mackenzie  and  Mann 
found  a  further  compelling  reason  to  build  their  own  through  line. 
Mackenzie  put  it  forcefully  when  he  wrote  Laurier,  "The  principal  need 


1.  Confidential  memorandum,  unofficial  and  for  discussion  only,  from 
Mann  to  Laurier,  2  June,  1908;  Laurier  Papers ,  Vol.  508.  pp.  137228- 
137231. 
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of  the  Canadian  Northern. . .is  west  bound  traffic.  The  Company  must 
have  its  own  lines  drawing  business  from  the  ports  and  manufacturing 
centres  of  Eastern  Canada  with  which  to  fill  its  cars  arriving  at 
Port  Arthur  grain  laden. u^-  Neither  the  C.  P.  R.  nor  the  G.  T.  P.  R. 
were  willing  to  turn  over  west  bound  traffic  to  the  Canadian  Northern 
at  Port  Arthur  or  Winnipeg  if  they  themselves  could  carry  it  further 
west  on  their  own  lines. 

Mackenzie  and  Mann  liked  to  see  their  railway  as  a  great  national 
highway,  not  a  one  way  street  which  collected  and  brought  western  agri¬ 
cultural  products  to  Port  Arthur  and  returned  only  with  traffic  bound 
for  centers  not  touched  by  any  of  the  other  railways.  Mann  presented 
the  argument  forcefully  when  he  wrote  Laurier, 

"Our  country  is  too  large  and  the  distance  far  too  great  for  one 
road  to  take  running  powers  from  another.  I  wish  to  state  that  it 
is  only  by  having  through  lines  from  east  to  west,  with  branches 
reaching  to  the  industrial  centers,  that  the  internal  trade  of  the 
country  can  be  developed  and  as  the  Canadian  Northern  in  the  west 
is  serving  a  magnificent  agricultural  country  and  as  varied  interests 
are  essential  to  national  greatness  so  is  varied  traffic  essential  to 
the  success  of  a  railway.  It  is  by  the  interchange  of  products  be¬ 
tween  different  sections  of  the  country  that  we  best  can  contribute 
to  the  development  of  the  Dominion  and  insure  its  continued  prosperity.'1 2 

Traffic  interchanges  between  railway  systems  were  much  easier  to 
negotiate  if  each  railway  system  served  only  one  area,  or  if  each  had 
an  equal  interest  in  those  lines  to  be  used  jointly.  It  was  too  much 
to  expect  Canadian  railways  to  compete  vigorously  on  the  prairies,  work 
harmoniously  north  of  Lake  Superior,  and  then  resort  to  competitive 
battle  east  of  Sudbury.  Both  the  C.  P.  R.  and  the  Grand  Trunk  were  very 


1.  Mackenzie  to  Laurier,  6  March,  1908;  Ibid. .  Vol.  508.  p.  137237. 

2.  Mann  to  Laurier,  8  April,  1908,  Ibid. .  Vol.  513.  p.  138770. 
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willing  to  accept  eastbound  Canadian  Northern  traffic  but  they  could 
hardly  be  expected  voluntarily  to  turn  over  their  westbound  traffic 
if  this  would  starve  their  own  western  systems. 

It  is  clear  that  Mackenzie  and  Mann  always  considered  western  Canada 
the  special  domain  of  the  Canadian  Northern  and  expected  that  western 
lines  would  be  forced,  for  a  time  at  least,  to  absorb  losses  on  the 
eastern  lines  which  they  felt  they  must  build  if  they  were  to  achieve  a 
balanced  railway  system.  This  was  a  curious  reversal  of  the  complaints 
of  the  other  two  transcontinentals  that  they  had  to  make  up  western 
losses  through  eastern  profits.  In  the  case  of  the  Canadian  Northern 
it  was  the  east  becoming  a  colony  of  the  west.  To  accomplish  this  feat 
Mackenzie  and  Mann  believed  their  system  must  first  become  firmly  estab¬ 
lished  in  western  Canada.  5*000  miles  of  main  and  branch  lines  on  the 
prairies  was  the  base  Mann  felt  must  exist  before  his  company  could 
confidently  enter  other  areas  of  Canada.  The  competition  for  westbound 
traffic  and  the  completion  of  the  Grand  Trunk  Pacific  forced  the  Canadian 
Northern  principals  to  abandon  their  schedule  and  make  a  bid  for  trans¬ 
continental  status  with  only  3*000  miles  of  line  in  operation  on  the 
prairies. 

In  any  case  construction  of  the  needed  link  between  Ottawa  and 
Port  Arthur  could  not  be  undertaken  without  substantial  government  sup¬ 
port.  This  the  Laurier  government,  clinging  to  the  mistaken  belief 
that  the  Canadian  Northern  could  and  should  seek  running  rights  on  the 
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new  National  Transcontinental  Railway'1'  delayed  action  on  Mackenzie 
and  Mann’s  request  for  assistance.  Repeated  petitions  from  the  two 
promoters  did  not  change  the  government’s  attitude  until  1911,  and 
then  only  in  the  light  of  the  approaching  federal  election.  A  bill 
was  passed  in  1911  which  provided  a  federal  bond  guarantee  of  $35,000. 
per  mile  for  a  Canadian  Northern  line  from  Montreal  to  Port  Arthur.2 
The  necessary  conditions  for  the  construction  of  the  nation’s  third 
transcontinental  railway  were  thereby  met.  It  marked  the  logical 
conclusion  of  the  Laurier  government’s  railway  policy  and  of  its 
refusal  to  choose  between  the  Grand  Trunk  Pacific  and  the  Canadian 
Northern.  In  the  economic  circumstances  of  the  time  this  refusal  to 
decide  led  directly  to  the  construction  of  both.  Both  new  trans¬ 
continentals  were  to  have  their  own  line  over  the  long  and  unproduc¬ 
tive  stretches  north  of  Lake  Superior.  Construction  of  the  Canadian 
Northern  line  in  this  area  was  begun  in  September  of  1912  and  the 
last  spike  was  driven  on  1  January,  1914.  It  was  clear  to  all  that 
the  great  economic  boom  Canada  had  enjoyed  for  nearly  15  years  would 
have  to  continue  for  some  time  if  the  three  costly  lines  north  of 
Lake  Superior  were  to  show  profitable  operations. 


1.  The  fact  that  the  National  Transcontinental  was  to  be  operated  by 
the  Grand  Trunk  Pacific  made  this  virtually  impossible.  The 
location  of  the  government  road  made  a  Canadian  Northern  connection 
from  Port  Arthur  impossible.  In  order  to  use  the  government  road 
the  Canadian  Northern  would  have  been  required,  in  effect,  to 
abandon  its  road  from  Winnipeg  to  Port  Arthur.  There  are  few 
aspects  of  the  federal  railway  policy  which  seem  quite  so  impractical 
as  the  suggestion  that  the  National  Transcontinental  would  be  of 
any  use  to  the  C.  N.  R. 


2.  CANADA.  1-2  Geo.  V,  Cap.  6. 


Chapter  VII  -  Canadian  Northern  Projects  in  Quebec  and  the 

Maritime s.  1901  -  1911. 

1. 

The  acquisition  or  construction  of  railways  in  Ontario  and  on  the 
prairies  occupied  most  of  Mackenzie  and  MannTs  time  during  the  early 
years  of  their  partnership.  It  was  not  long,  however,  before  they  also 
became  actively  involved  in  railway  schemes  in  other  parts  of  the 
country.  Their  involvement  in  railway  projects  in  Quebec  began  in  1903 
while  in  Nova  Scotia  they  entered  important  agreements  as  early  as  1901. 

In  Quebec  the  two  promoters  became  interested  in  several  smaller 
railways  which  were  eventually  reorganized  and  amalgamated  to  form  the 
Canadian  Northern  Quebec  Railway.  These  Quebec  projects,  like  Mackenzie 
and  Mann’s  early  Ontario  ventures,  were  designed  to  serve  a  double  pur¬ 
pose.  They  were  to  become  links  in  the  projected  transcontinental  line 
and  also  to  serve  as  collectors  of  local  traffic  for  the  main  line. 
Altogether  Mackenzie  and  Mann  acquired  6  separate  Quebec  railway  com¬ 
panies,  forging  them  into  a  single  integrated  system  which  in  turn  was 
to  be  a  part  of  their  larger  transcontinental  system. 

In  Nova  Scotia  Mackenzie  and  Mann  signed  a  significant  agreement 
in  1901  whereby  they  undertook,  under  the  charter  of  a  specially 
incorporated  Halifax  and  South  Western  Railway,  to  build  new  railway 
lines  and  to  acquire  a  number  of  smaller  local  lines.  It  was  expected 
that  the  Quebec  and  Nova  Scotia  railways  would  be  joined  in  short  order 
and  appropriate  charter  rights  were  obtained  at  an  early  date.  When 
construction  on  the  section  east  of  Quebec  City  was  delayed  and  finally 
abandoned  a  connection  between  the  Quebec  and  Nova  Scotia  systems  was 
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obtained  by  running  rights  over  the  Intercolonial  Railway. 


2. 


Mackenzie  and  Mann  officially  entered  the  ranks  of  Quebec’s 
railway  entrepreneurs  in  March  of  1903  with  the  purchase  of  the  Great 
Northern  Railway  of  Canada,  together  with  its  affiliates,  the  Chateau- 
guay  and  Northern  Railway  and  the  Montfort  and  Gatineau  Colonization 
Railway.  In  1903  all  three  of  these  railways  were  in  the  control  of 
two  Americans,  H.  H.  Melville  of  Boston  and  James  McNaught  of  New  York, 
and  all  had  long  and  troubled  financial  histories.1 

The  Great  Northern  was  the  oldest  of  this  group.  It  had  been 
incorporated  in  1883  to  build  from  Ottawa  to  Lake  St.  John.2 3  Its  main 
line  was  to  run  some  miles  north  of  Montreal.  Between  1884  and  1901 
some  140  miles  of  line  eastward  from  Hawke sbury  were  built  and  opened 
for  traffic.  A  bonded  indebtedness  of  $4,162,000.  on  the  railway  it¬ 
self,  $300,000.  on  the  bridge  across  the  Ottawa  River,  and  $173,000. 
in  postal  and  terminal  bonds  was  incurred.  Stock  to  the  value  of 
$7,530,000.  was  issued  during  the  same  period.^ 

Financially  the  road  was  not  a  success  and  on  1  July,  1903  the 
Great  Northern  defaulted  on  interest  payments  due  on  its  bonds.  A 
special  committee  of  bondholders  was  formed  and  it  became  clear  that  a 
receivership  was  inevitable  unless  new  capital  could  be  found  and  the 


1.  Stevens,  pp.  339-34S. 

2.  QUEBEC.  46  Vic. .  cap.  87. 

3.  Undated  memo,  probably  1903,  kept  together  with  other  official  docu¬ 
ments  relating  to  the  Great  Northern  Railway;  C.  N.  Vol.  1231.  See 
also  Kearney  p.  193. 
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finances  of  the  railway  reorganized. 

Melville  and  McNaught ,  who  controlled  the  majority  of  the  railway1 s 
shares,  were  pessimistic  about  the  future.  They  had  been  heavily  involved 
in  the  Trans-Canadian  Railway  scheme  which  offered  the  only  long  range 
hope  for  the  future  of  the  Great  Northern  and  which  had  briefly  enjoyed 
Laurier’s  favour  but  was  quickly  displaced  by  the  Grand  Trunk  Pacific  - 
National  Transcontinental  scheme.  Instead  of  becoming  a  part  of  the  new 
transcontinental  road  the  Great  Northern  now  faced  the  prospect  of 
competing  with  it.  In  these  circumstances  they  began  to  cast  about  for 
likely  promoters  to  whom  they  might  sell  their  road,-1-  and  were  soon  in 
touch  with  Mackenzie  and  Mann. 

Mackenzie  and  Mann  regarded  the  lines  east  of  Hawkesbury  as  very 
valuable  links  in  their  projected  transcontinental  line.  Their  negotia¬ 
tions  with  Melville  and  McNaught  were  nevertheless  protracted.  A  com¬ 
plicated  agreement  was  worked  out  and  finally  signed  on  17  December,  1903. 2 
It  provided  for  the  establishment  of  a  special  holding  company,  the 
Northern  Consolidated  Holding  Company.  Two  thirds  of  the  stock  of  the 
Great  Northern  Railway  was  to  be  transferred  to  this  holding  company. 

The  Canadian  Northern  Railway  was  to  receive  two  thirds  of  the  stock  of 
the  holding  company.  In  return  the  Canadian  Northern  Railway  was  to 
assist  directly  in  the  retirement  of  the  outstanding  bonds  and  interest 
payments  of  the  Great  Northern.  A  new  bond  issue,  in  the  same  amount  as 


1.  The  activities  of  Melville  and  McNaught  require  further  investiga¬ 
tion,  as  do  all  the  activities  of  disappointed  promoters  of  the 
Trans-Canadian  Railway.  These  people,  later  bought  out  by  Mackenzie 
and  Mann,  provided  some  of  the  strongest  opposition  in  Quebec  to 
Laurier»s  railway  policy.  Circumstantial  evidence  points  to  their 
involvement  in  the  La  Presse  affair. 


2.  C.  N.  Vol.  1231.  not  paginated. 
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the  one  outstanding,  was  to  be  issued  and  the  old  bonds  exchanged 
for  new  ones.  The  new  bonds  were  to  have  one  great  advantage  over  the 
old;  they  would  be  guaranteed  by  the  Canadian  Northern  Railway.  The 
interest  rate  was  dropped  from  6  to  5  per  cent  but,  thanks  to  the  Cana^ 
dian  Northern  guarantee,  the  old  bonds  were  eventually  exchanged  at 
75$  of  face  value. ^  Federal  approval  for  this  guarantee  was  required 
and  obtained  by  the  Canadian  Northern  after  some  hard  bargaining. 

The  arrangement  left  the  reorganized  Great  Northern  a  portion  of  its 
bond  issue  for  improvements  and  to  cover  several  smaller  obligations 
and  liabilities. 

The  Northern  Consolidated  Holding  Company  almost  immediately 
purchased  Melville  and  McNaughtTs  remaining  one-third  interest  in  the 
Great  Northern  for  the  purchase  price  of  $85, 000. ^  This  gave  the 
Canadian  Northern  Railway,  through  its  two  thirds  ownership  of  the 
Northern  Consolidated  Holding  Company,  control  over  the  entire  capi¬ 
tal  stock  of  the  Great  Northern  Railway.  In  effect  that  railway  had 
become  an  integral  part  of  the  Canadian  Northern  system  and  from  1903 
to  1906  it  was  operated  by  the  Canadian  Northern.  On  19  July,  1906 
it  was  amalgamated  with  several  other  Quebec  railways  to  form  the 
Canadian  Northern  Quebec  Railway. 


1.  See  the  various  official  documents  relating  to  the  Great  Northern 
Railway  in  C.  N.  Vol.  1231. 

2.  Undated  memo,  probably  1903,  contained  in  C .  N.  Vol.  1231. 
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3. 

The  Chateauguay  and  Northern  Railway,  incorporated  in  1895 
was  always  closely  associated  with  the  Great  Northern  and  owed  its 
existence  to  H.  H.  Melville’s  activities.  It  was  incorporated  to 
provide  the  Great  Northern  with  an  entrance  into  Montreal  and  the 
first  portion  of  the  line  built  was  a  short  line  from  Montreal  to 
Joliette,  the  nearest  point  touched  by  the  Great  Northern.  This  con¬ 
struction  was  begun  in  1901  and  was  largely  financed  by  a  transfer  of 
shares  of  the  railway  from  Melville  to  the  contractors,  the  Hanson  Bros., 
of  Ottawa.  They  obtained  4,000  of  Melville’s  shares  of  the  Chateauguay 
and  Northern  on  10  September,  1903,  and  another  5,000  on  31  October, 

p 

1903.  It  was  expected  that  when  the  railway  was  completed  and  the 
subsidy  to  which  it  was  entitled  earned  the  contractors  would  be  paid 
and  the  stock  returned  to  Melville.  But  the  contractor  ran  out  of 
money  before  finishing  his  work. 

At  this  time  Mackenzie  and  Mann  were  already  negotiating  with 
Melville  and  McNaught  for  the  sale  of  the  Great  Northern  Railway,  the 
railway  to  be  served  by  the  Chateauguay  and  Northern,  and  it  was  not 
surprising  that  financial  assistance  came  from  them.  Mann  explained 
the  situation  to  Laurier,  uas  the  Contractor  found  himself  short  of 
funds  before  the  line  was  completed  and  the  subsidies  earned,  we  had  to 
step  in  and  attempt  to  save  the  situation.’^  When  the  railway  was 

1.  QUEBEC.  j>8  Vic.,  cap.  64. 

2.  Chateauguay  and  Northern  Railway  Stock  Transfer  Book,  C.  N.  Vol.  1198. 

3.  Mann  to  Laurier,  25  July,  1904;  Laurier  Papers,  pp.  88336-88338. 
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completed  and  the  subsidies  earned  the  contractor  turned  over  the  stock 
to  Mackenzie,  Mann  and  Company,  not  to  Melville.  This  happened  on 
10  May,  1906,  shortly  before  the  amalgamation  of  the  Chateauguay  and 
Northern  with  several  other  Mackenzie  and  Mann  lines  in  Quebec  to  form 
the  Canadian  Northern  Quebec  Railway. 

Prime  Minister  Laurier  was  very  much  interested  in  the  construction 
of  the  Chateauguay  and  Northern  Railway.  This  railway  served  the  area 
in  which  he  had  been  bom,  giving  it  a  direct  rail  connection  with 
Montreal.  He  was  frequently  irritated  with  the  slowness  of  construction, 
particularly  of  extensions  north  of  the  Great  Northern  mainline,  and  took 
a  personal  interest  in  the  affairs  of  the  railway  and  in  the  payment  of 
federal  subsidies  to  it 

Shortly  after  control  of  the  majority  stock  of  the  Chateauguay  and 
Northern  passed  into  the  hands  of  the  Hanson  Bros.,  and  when  Mackenzie 
and  Mann  were  already  negotiating  for  the  stock  of  the  Great  Northern 
Railway,  the  Chateauguay  and  Northern  was  leased  for  999  years  to  the 
Great  Northern.  From  an  operational  point  of  view  it  thus  became  a  part 
of  the  Great  Northern.  It  was  another  of  the  amalgamating  companies 
which  formed  the  Canadian  Northern  Quebec  Railway  in  1906. 


1.  There  are  a  large  number  of  letters  between  Laurier  and  J.  P.  Mullarkey, 
the  President  of  the  Chateauguay  and  Northern.  Stevens  gives  con¬ 
siderable  prominence  to  Mullarkey,  probably  on  the  basis  of  this 
correspondence.  Mullarkey  undoubtedly  wrote  and  spoke  for  the  rail¬ 
way,  both  before  and  after  1903,  but  an  examination  of  the  stock 
ledger  of  the  Chateauguay  and  Northern  reveals  that  while  Mullarkey 
dabbled  a  good  deal  in  buying  and  selling  he  never  held  more  than 
672  shares  out  of  approximately  10,000  in  the  Chateauguay  and 
Northern. 
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4. 


The  third  Mackenzie  and  Mann  railway  in  Quebec,  the  Montfort  and 
Gatineau  Colonization  and  Railway  Company,  was  incorporated  in  1890."^ 
Under  its  charter  it  was  authorized  to  build  a  line  of  railway  which 
should  open  up  the  area  immediately  north  of  Lachute,  Quebec.  In  the 
1890’s  a  21  mile  line  to  Huberdeau,  Quebec,  was  built  but  the  railway 
did  not  prove  prosperous.  On  3  October,  1902,  faced  with  the  threat 
of  a  receivership  and  possible  bankruptcy,  it  was  sold  to  the  Great 
Northern  Railway. 

This  sale  was  not  a  final  solution.  Both  the  Montfort  and  Gatineau 
Railway  and  the  Great  Northern  were  owned  by  Melville  and  McNaught  at 
the  time.  The  two  promoters  were  only  combining  their  liabilities  under 
a  single  portfolio,  that  of  the  Great  Northern.  In  payment  for  the 
Montfort  and  Gatineau  they  issued  themselves  $100,000.  in  the  common 
stock  and  $200,000.  in  the  debenture  stock  of  the  Great  Northern.  The 
common  shares  thus  issued  became  subject  to  the  Great  Northern  agree- 
ment  with  the  Canadian  Northern  Railway  in  1903.  The  outstanding 
bonds  of  the  Montfort  and  Gatineau  Railway  were  exchanged  in  1903  for 

3 

a  new  issue  of  Great  Northern  bonds.  These  in  turn  were  exchanged  in 
1906  for  Canadian  Northern  Quebec  Railway  bonds. 


1.  Agreement  of  Sale  of  the  Montfort  and  Gatineau  Colonization  and 
Railway  Company  to  the  Great  Northern  Railway,  3  October,  1902; 

C.  N.  Vol.  3121.  See  also  Minute  of  Meeting  of  Directors  of  the 
Montfort  and  Gatineau  Railway,  14  November,  1902;  C.  N.  Vol.  3131. 

2.  Kearney  p.  194. 

3.  Directors’  Meeting  of  the  Great  Northern  Railway,  3  March,  1903; 

C.  N.  Vol.  3131. 
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5. 


The  fourth  Quebec  railway  which  eventually  became  a  part  of  the 
Canadian  Northern  Quebec  Railway  was  the  Quebec,  New  Brunswick  and  Nova 
Scotia  Railway.  It  was  incorporated  in  1903"^  with  authority  to  build 
from  Quebec  City  westward  to  a  junction  with  the  Great  Northern  and  east¬ 
ward  to  Pugwash,  Nova  Scotia,  and  St.  John,  New  Brunswick.  It  was  expected 
that  the  Pugwash  branch  would  be  linked  with  the  Halifax  and  South  Eastern 
Railway  of  Nova  Scotia.  Mackenzie  and  Mann  already  had  an  interest  in  the 
Nova  Scotia  railway  and  the  Quebec,  New  Brunswick  and  Nova  Scotia  charter 
completed  plans  to  realize  their  transcontinental  ambitions. 

The  organizational  meeting  of  the  Quebec,  New  Brunswick  and  Nova 
Scotia  Railway  was  held  on  21  August,  1905.  At  this  meeting  Mackenzie 
and  Mann  subscribed  almost  the  entire  stock  issue.  Attempts  were  immedi¬ 
ately  made  to  obtain  federal  and  provincial  aid  for  the  construction  of 
the  line.  Mackenzie  and  Mannfs  first  proposal  was  to  revive  an  old  fed¬ 
eral  subsidy  for  the  line  west  of  Quebec  City  which  had  once  been  voted 

for  the  Great  Northern  but  had  since  lapsed  because  nothing  had  been  done 

2 

within  the  specified  time  limit. 

Such  financial  juggling  did  not  appeal  to  the  federal  government  or 
to  the  bureaucrats  of  the  Department  of  Railways  and  Canals.  The  federal 
government  expected  Mackenzie  and  Mann  to  bring  some  order  out  of  the 
chaotic  railway  affairs  of  the  province^ and  had  received  strong  assurances 
to  this  effect  from  the  two  Toronto  based  promoters.  The  confusion  never- 


1.  CANADA.  2  Bdw.  VII ,  cap.  178. 

2.  Mann  to  Laurier,  1906;  Laurie r  Papers,  pp.  104994-104996. 

3.  Laurier  to  Mackenzie,  17  August,  1906;  Ibid. .  p.  89105. 
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theless  continued  from  1903  to  1906  when  both  federal  and  provincial 
governments  made  it  clear  that  they  would  not  vote  subsidies  and  aid 
until  there  was  concrete  evidence  of  the  promised  reorganization  and 
rationalization  of  the  Quebec  projects  in  which  Mackenzie  and  Mann  had 
become  interested. 

The  required  reorganization  came  on  9  June,  1906,  when  the  Great 
Northern  Railway,^  the  Chateauguay  and  Northern  Railway,  and  the  Quebec, 
New  Brunswick  and  Nova  Scotia  Railway  were  amalgamated  to  form  the  Can¬ 
adian  Northern  Quebec  Railway.  A  scant  fifteen  minutes  before  approv¬ 
ing  the  amalgamation  the  shareholders  of  the  Quebec,  New  Brunswick  and 

4 

Nova  Scotia  Railway  approved  the  issuing  of  first  mortgage  bonds,  up  to 
$25,000.  per  mile,  for  the  first  80  miles  of  their  railway.  Thus  all 
three  of  the  amalgamating  railways  brought  actual  or  potential  railway 
mileage  and  liabilities  into  the  amalgamation.  When  the  bonds  authorized 
by  the  Quebec,  New  Brunswick  and  Nova  Scotia  RailwayTs  shareholders  were 
eventually  issued,  it  was  under  the  name  of  the  Canadian  Northern  Quebec 
Railway . 

The  first  item  of  business  for  the  new  Canadian  Northern  Quebec 
Railway  was  the  consolidation  of  the  actual  or  potential  bonded  indebt¬ 
edness  of  the  several  amalgamating  companies.  This  indebtedness  amounted 
to  $4,962,000.  in  the  case  of  the  Great  Northern,  $2,000,000.  for  the 
Chateauguay  and  Northern,  and  a  potential  $2,000,000.  for  the  Quebec, 

New  Brunswick  and  Nova  Scotia  Railway,  making  a  total  of  $8,962,000. 

A  new  Canadian  Northern  Quebec  Railway  bond  issue  to  cover  this  amount 


1.  As  a  result  of  its  sale  to  the  Great  Northern  the  Montfort  and 
Gatineau  Colonization  and  Railway  Company  had  lost  its  separate 
identity.  It  entered  the  amalgamation  as  a  part  of  the  Great  Northern. 
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plus  $20,000.  per  mile  for  any  lines  which  might  be  subsequently  pur¬ 
chased  or  constructed  was  approved  by  the  shareholders  in  October  of 

1906. 1 

Under  its  charter  the  Canadian  Northern  Quebec  Railway  possessed 
rights  to  build  from  Hawkesbury,  Ontario,  to  Pugwash,  Nova  Scotia,  and 
St.  John,  New  Brunswick,  as  well  as  to  acquire  or  build  a  number  of 
branch  and  feeder  lines.  Mackenzie  and  Mann,  however,  encountered  very 
considerable  difficulty  in  obtaining  either  federal  or  provincial  assist¬ 
ance  to  build  yet  another  line  from  Quebec  City  to  the  Atlantic.  Such  a 
line  would  further  divide  a  traffic  which  was  insufficient  for  the  two 
government  roads  already  in  the  area.  The  government  was  understandably 
hesitant  and  suggested  a  running  rights  arrangement  with  the  Intercolonial. 
Such  an  arrangement  was  not  subject  to  the  same  objections  as  a  similar 
agreement  with  the  National  Transcontinental.  Neither  road  had  inter¬ 
ests  in  the  areas  served  by  the  other.  The  Canadian  Northern  would  have 
preferred  to  acquire  the  Intercolonial  but  federal  officials  would  not 
hear  of  this  and  a  running  rights  agreement  was  negotiated. 

For  Mackenzie  and  Mann  the  decision  to  use  Intercolonial  trackage 
was  really  a  choice  of  priorities.  They  wanted  federal  aid  both  for  the 
Port  Arthur  to  Montreal  line  and  for  the  Quebec  City  to  Halifax  extension. 
They  decided  to  press  first  for  the  Ontario  line  and  to  seek  a  temporary 
accommodation  in  the  Maritimes.  In  Quebec  they  were  satisfied  to  expand 


1.  The  mortgage  agreement  which  was  drawn  up  in  connection  with  this 
bond  issue  is  a  very  lengthy  and  complex  one,  covering  over  100 
pages.  It  was  apparently  designed  to  cover  all  eventualities  that 
might  arise  out  of  the  tangled  affairs  of  the  three  amalgamating 
companies.  Mortgage  dated  6  October,  1906,  between  the  Canadian 
Northern  Quebec  Railway,  the  Canadian  Northern  Railway,  the  British 
Empire  Trust  Company  and  the  National  Trust  Company;  C,  N.  Vol.  1231. 
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and  consolidate  their  lines  between  Hawkesbury  and  Quebec  City.  After 
1911,  most  of  their  energies  in  Quebec  were  taken  up  with  the  acquisi¬ 
tion  and  construction  of  terminal  facilities  in  both  Montreal  and 
Quebec  City. 

6. 

The  Canadian  Northern  Quebec  Railway  was  basically,  with  some 
diversions  and  local  extensions,  a  main  line  route  across  the  province 
of  Quebec.  While  building  or  acquiring  the  trackage  for  this  mainline 
Mackenzie  and  Mann  were  very  much  concerned  with  the  development  of 
local  traffic  resources  in  the  province.  It  was  with  this  end  in  view, 
together  with  an  important  short  term  consideration,  the  Mackenzie  and 
Mann  secured  an  interest  in  and  ultimately  control  of  yet  another  Quebec 
railway.  The  railway  involved  was  the  Quebec  and  Lake  St.  John  Railway. 

The  history  of  the  Quebec  and  Lake  St.  John  Railway  and  its  smaller 
affiliates  and  associates  had  much  in  common  with  other  moribund  Quebec 
railways  which  were  rejuvenated  by  the  Mackenzie  and  Mann  touch.  Built 
in  the  1880* s  with  substantial  federal  and  provincial  support  and  enjoy¬ 
ing  the  sponsorship  of  the  leading  families  of  Quebec  this  railway,  which 
ran  from  Quebec  to  Lake  St.  John,  was  intended  as  a  colonization  road. 

It  was  to  open  up  the  promising  agricultural  and  lumbering  areas  around 
Lake  St.  John  and  on  the  Saguenay  River. 

Once  built  the  railway  succeeded  in  bringing  substantial  numbers 
of  new  settlers  and  colonists  into  the  area.  Its  traffic  increased 
accordingly  and  for  several  years  it  did  a  profitable  business.  It  had, 
however,  also  incurred  large  liabilities,  mostly  through  bond  issues. 
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In  1904  this  bonded  indebtedness  stood  at  £1,596,800.  In  addition 
there  were  a  $125,000.  mortgage  with  the  Quebec  government  and  several 
smaller  obligations.  In  1904  some  of  the  railway1 s  bonds  were  about 
to  mature, ^  its  contractors,  the  Hanson  Bros.,  were  pressing  for  pay¬ 
ment,  and  a  default  and  financial  reorganization  seemed  inevitable. 

An  expedient  similar  to  that  adopted  by  the  Great  Northern  Railway  was 
resorted  to.  The  railway  offered  its  contractors  large  issues  of  its 
capital  stock.  Hanson  Bros,  accepted  although  their  own  credit  arrange¬ 
ments  with  Mackenzie  and  Mann  were  such  that  they  really  became  custo¬ 
dians  of  the  stock  on  behalf  of  the  Canadian  Northern  promoters.  Even 
this  expedient  did  not  save  the  railway  from  a  receivership,  a  condition 
from  which  it  was  not  rescued  until  1906. 

In  the  meantime  Mackenzie  and  Mann  set  about  making  the  required 
political  arrangements  for  a  take  over  of  the  line.  They  were  interested 
in  the  railway  for  two  main  reasons.  The  colonization  road  did  have  a 
good  traffic  potential  and  would  serve  as  a  good  branch  line  for  their 
main  line.  In  addition  the  line  offered  an  immediate  attraction.  The 
National  Transcontinental  was  encountering  considerable  political  and 
engineering  difficulties  in  obtaining  access  into  Quebec  City  and  early 
construction  contracts  on  that  railway  only  called  for  construction  from 
La  Tuque  westward.  If  the  Quebec  and  Lake  St.  John  Railway  with  its 
established  terminal  facilities  in  Quebec  City  built  a  spur  from  its 
line  to  La  Tuque  it  could,  for  a  time  at  least,  serve  as  the  eastern 
section  of  the  National  Transcontinental.  It  could  expect  to  carry  much 
of  the  construction  materials  required  on  the  government  road  and  would 


1.  Kearney,  p.  681. 
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gain  some  control  over  the  traffic  of  one  of  the  Canadian  Northern 
Railway’s  chief  competitors.  With  the  new  40  mile  spur  line  the  rail¬ 
way  would,  at  least  temporarily,  become  profitable  and  at  the  same 
time  provide  a  considerable  competitive  advantage. 

There  were,  however,  several  political  problems  to  be  overcome. 

The  original  owners  and  promoters  of  the  railway  intended  it  as  a  Quebec 
colonization  scheme.  This  meant,  in  effect,  that  it  was  to  be  a  part 
of  Quebec’s  reply  to  the  colonizing  activities  of  Sifton  and  his  assoc¬ 
iates,  including  the  Canadian  Northern  Railway,  on  the  prairies.  The 
federal  immigration  program,  made  possible  through  the  construction  and 
co-operation  of  new  prairie  railways,  had  upset  the  raciel  balance  and 
destroyed  the  dream  of  a  New  Quebec  in  the  West.^-  To  counterbalance 
this,  at  least  to  a  limited  degree,  Quebec  wanted  its  own  colonization 
program  for  the  northern  part  of  the  province. 

For  a  time  there  was  a  complete  deadlock  between  the  original  and 
politically  prominent  promoters  of  the  Quebec  and  Lake  St.  John  Railway 
and  Mackenzie  and  Mann  over  the  railway’s  land  grant  and  how  it  should  be 
used.  The  dispute  continued  throughout  the  period  during  which  the  Quebec 
and  Lake  St.  John  was  in  receivership  and  in  part  explains  both  the 
length  of  the  receivership  and  the  manner  in  which  the  land  grant  question 
was  eventually  settled.  Final  settlement  only  came  in  1907  when  the 
original  promoters,  acting  through  the  Quebec  and  St.  Maurice  Indus¬ 
trial  Co.,  obtained  control  of  and  colonization  rights  to  the  remain¬ 
ing  158,000  acres  of  the  railway’s  land  grant.  For  this  they  paid 


1.  Since  the  events  of  1870  in  Manitoba  this  dream  had  never  been  more 
than  a  forlorn  hope.  The  settlement  of  the  prairies  early  in  the 
twentieth  century  effectively  destroyed  even  that. 
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Mackenzie  and  Mann  $474*000.  and  promised  that  colonization  activities 
would  be  vigorously  pursued.'1 2'  Such  colonization  would  provide  some  of 
the  traffic  Mackenzie  and  Mann  hoped  to  obtain  from  the  railway. 

Formal  control  of  the  Quebec  and  Lake  St.  John  Railway  passed  into 
the  hands  of  Mackenzie  and  Mann  in  1906  and  1907 .  In  1906  Hanson  Bros, 
transferred  to  them  $2,307*300.  of  the  railway1 s  capital  stock  and  the 
following  year  Mackenzie  and  Mann  obtained  another  $1,594*020.  of  stock, 
thus  acquiring  complete  control  of  the  railway. 

Construction  of  the  40  mile  section  between  La  Tuque  and  Linton 
Junction  on  the  Quebec  and  Lake  St.  John  Railway  was  completed  in  1907. 
For  a  time  this  line  was  operated  as  anticipated  but  the  National  Trans¬ 
continental  built  its  own  line  to  Quebec  City  somewhat  sooner  than 
expected.  As  a  result  the  railway  again  found  itself  in  financial 
difficulties  and  a  further  reorganization  became  necessary. 

This  reorganization  came  in  1912  with  the  issuing  of  new  consoli¬ 
dated  bonds  valued  at  $7,300,000.  These  new  bonds  were  to  replace  the 
entire  bonded  indebtedness  of  the  Quebec  and  Lake  St.  John  Railway.  Like 
those  of  the  Canadian  Northern  Quebec  Railway  they  carried  a  guarantee 
by  the  Canadian  Northern  Railway.  The  outstanding  bonds  of  the  railway 
were  subsequently  exchanged  at  70$  of  par  value  while  a  special  issue 
of  income  bonds  issued  by  the  railway  and  totalling  $3,000,000.  was 

p 

exchanged  at  only  13$  of  face  value. 

By  itself  the  Quebec  and  Lake  St.  John  Railway,  like  many  of 
Mackenzie  and  MannTs  ventures  in  Ontario  and  Quebec,  was  not  profitable. 


1.  Kearney,  pp.  69&0-6981. 


2.  Loc.  cit. 
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It  was  intended  as  a  feeder  line  for  the  main  transcontinental  line. 

It  is  difficult  to  determine  what  this  line  might  have  done  in  normal 
circumstances  since  the  main  line  did  not  become  fully  operational  until 
after  a  series  of  wartime  crises  which  left  the  entire  system  in  dire 
financial  straits.  In  1914  the  Quebec  and  Lake  St.  John  Railway,  to¬ 
gether  with  Mackenzie  and  Mann’s  other  railway  interests,  formally 
became  a  part  of  the  Canadian  Northern  Railway  System. 

It  is  not  particularly  enlightening  to  say  that  Mackenzie  and  Mann 
lost  their  touch  when  they  left  the  prairies.  In  Ontario  and  Quebec, 
particularly  in  the  acquisition  of  local  and  branch  lines,  they  tried 
to  follow  the  same  expansionist  policies  that  had  proven  so  successful 
in  the  West.  They  hoped  and  expected  that  development  along  local  east¬ 
ern  lines  would  be  as  rapid  as  it  had  been  along  prairie  branch  lines. 
Their  acquisition  of  the  Qu’Appelle,  Long  Lake  and  Saskatchewan  Railway 
and  of  the  Great  Northern  Railway,  for  example,  is  very  similar,  but 
Saskatchewan  was  a  rapidly  growing  region  while  northern  Quebec  was  not. 
Despite  much  political  noise  and  the  construction  of  several  new  railway 
systems  the  northern  and  central  portions  of  Ontario  and  Quebec  did  not 
experience  the  same  rapid  economic  expansion  as  did  the  prairies. 

Mackenzie  and  Mann  gambled  that  they  would.  Agricultural  development, 
they  agreed,  might  be  more  restricted  but  they  hoped  for  a  very  consider¬ 
able  boom  in  the  mining  and  lumber  industries,  as  well  as  in  other  smal¬ 
ler  industries.  The  Canadian  Northern  Encyclopedia''"  and  the  speeches 
and  correspondence  of  Canadian  Northern  officials,  particularly  those 
of  Mann  and  of  W.  H.  Moore,  the  railway’s  chief  lobbyist  and  propagandist, 

1.  The  Canadian  Northern  Encyclopedia.  This  encyclopedia  was  a  compila¬ 
tion  of  writings  by  various  of  the  railway’s  promoters,  agents,  users, 
and  supporters  and  contains  detailed  descriptions  of  the  railway  and 
the  territories  it  served  and  formed  a  very  effective  lobbyist’s 
handbook. 
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abound  with  optimistic  references  to  the  natural  resources  of  northern 
Ontario  and  Quebec.  A  railway  to  match  this  optimism  was  built,  but 
backwoods  lines  acquired  by  the  promoters  remained  backwoods  lines  while 
the  main  line  lanquished  for  lack  of  traffic.  The  very  care  with  which 
Mackenzie  and  Mann  sought  to  build  up  a  viable  railway  system  of  main 
line  and  feeder  lines  was  later  criticized  and  many  of  the  backwoods 
lines  they  acquired  have  been  the  subject  of  sarcastic  remarks.^"  If 
their  traffic  returns  are  reviewed  this  sarcasm  seems  justified,  but 
Mackenzie  and  Mann  built  on  a  hope  and  dream  of  a  greater  Canada,  not  on 
available  traffic  statistics.  Unfortunately  for  them  the  Canada  they 
talked  and  dreamed  of  and  for  which  they  build  their  railways  existed 
only  on  the  prairies  and  there  only  for  the  brief  period  from  1896  to 
approximately  1911. 

7. 

Mackenzie  and  Mann’s  ambition  to  extend  their  railway  from  coast 
to  coast  received  a  considerable  stimulus  in  1901.  In  that  year  they 
entered  large  contractual  agreements  with  the  Nova  Scotia  government  to 
acquire  and  build  railway  lines  in  southwestern  Nova  Scotia. 

In  1901  southwestern  Nova  Scotia  was  served  by  a  number  of  smaller, 
disconnected  and  financially  embarrassed  local  railways.  It  became 
clear  that  these  local  lines  could  not  provide  the  kind  of  rail  service 
required  by  the  area.  Petty  disputes  and  rivalries  and  conflicting  ambi¬ 
tions  prevented  the  various  companies  from  co-operating  with  one  another 


1.  See  Stevens,  pp.  372-379. 
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and  building  the  required  connecting  links.  None  was  willing  to  build 
without  substantial  government  assistance  but  the  government  was  reluc¬ 
tant  to  grant  such  assistance  unless  concrete  assurances  were  given  that 
a  coherent  and  feasible  local  railway  system  would  be  built. 

A  line  from  Halifax  to  Yarmouth  seemed  particularly  urgent  but  the 
local  railway  with  the  best  charter  arrangements,  the  Halifax  and  Yarmouth 
Railway,  had  fallen  from  political  and  financial  grace  and  its  promoters 
wanted  to  sell  out.  A  new  arrangement  was  necessary  and  in  1901  the 
Nova  Scotia  government  announced  the  terms  of  a  new  provincial  railway 
policy.  It  offered  advances  of  $10,000.  per  mile  for  any  railway  company 
which  would  buy  the  Halifax  and  Yarmouth  Railway,  which  had  50  miles 
between  Yarmouth  and  Barrington  Passage  in  operation,  and  extend  this 
line  another  185  miles  to  Halifax.  This  could  be  done  either  through 
new  construction  or  by  the  acquisition  of  local  lines  along  the  way. 

Mackenzie  and  Mann  took  an  immediate  interest.  Negotiations  with 
Premier  Murray  of  Nova  Scotia  were  begun  and  a  new  railway,  the  Halifax 
and  South  Western,  was  incorporated  on  30  July,  1901.  On  the  same  day 
that  the  Halifax  and  South  Western  was  incorporated  an  agreement  was 
signed  with  the  Nova  Scotia  government  under  the  terms  of  which  the 
government  agreed  to  advance  the  railway  $13,500.  per  mile  to  build  or 
buy  rail  lines  between  Halifax  and  Yarmouth.  Of  this  amount  $10,200.  was 
to  be  regarded  as  a  loan,  to  be  secured  by  mortgage  on  the  property  of 
either  the  constituent  company  acquired  or,  in  the  case  of  new  construc¬ 
tion,  on  the  Halifax  and  South  Western  Railway  itself.^*  At  Halifax  the 
new  line  was  to  connect  with  the  Intercolonial  Railway. 


1.  Minute  of  Meeting  of  Provisional  Directors  of  the  Halifax  and  South 
Western  Railway,  4  February,  1902;  C.  N.  Vol.  1232 ;  pp.2-3. 
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Returning  from  Halifax  Mackenzie  and  Mann  successfully  negotiated 
with  the  federal  government  for  the  usual  variable  $3,200.  to  $6,400. 
subsidy  for  the  new  mileage  between  Halifax  and  Barrington  Passage. 
Federal  aid  for  parts  of  this  line  had  already  been  voted  earlier  but 
the  lines  had  not  been  built  and  in  1903  these  subsidies  were  revoked 
for  the  new  Mackenzie  and  Mann  railway.^ 

Construction  on  the  Halifax  to  Barrington  Passage  lines  was  begun 
as  soon  as  the  negotiations  with  the  provincial  government  were  com- 

p 

pleted  and  the  new  line  was  opened  for  traffic  on  30  January,  1905. 

The  railway Ts  major  traffic  resource  in  its  early  years  of  opera¬ 
tion  was  lumber.  A  contract  for  the  carriage  of  lumber  with  one  company, 
the  Davison  Lumber  Company,  was  approved  in  1904  and  assured  the  Halifax 
and  South  Western  of  40,000,000  feet  of  lumber  annually. 

While  building  what  amounted  to  their  Nova  Scotia  main  line  be¬ 
tween  Halifax  and  Yarmouth  Mackenzie  and  Mann,  with  the  support  and 
financial  backing  of  the  provincial  government,  acquired  several  smaller 
local  railways.  These,  much  like  local  Canadian  Northern  lines  else¬ 
where,  were  designed  as  branch  or  feeder  lines.  The  main  system  of 
lines  acquired  for  this  purpose  consisted  of  several  companies  which 
provided  local  facilities  between  Lunenburg  and  Middleton,  with  a  further 


1.  Copies  of  these  variable  federal  subsidy  agreements  are  included  in 
a  box  of  Miscellaneous  Documents;  C.  N.  Vol.  3119.  See  also  mem¬ 
orandum  from  Lash  to  the  Minister  of  Railways  and  Canals,  8  May, 
1902,  Laurie r  Papers,  Vol.  232,  pp.  64958-64961. 

2.  Kearney,  p.  463. 

3.  A  copy  of  this  agreement  is  with  the  Miscellaneous  Documents; 

C.  N.  Vol.  3119.  It  was  approved  at  a  Directors1 2 3  Meeting  of  the 
railway  company  on  16  August,  1904;  C.  N.  Vol.  1232,  p.  18. 
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branch  to  Caledonia. 

The  acquisition  of  these  lines  was  financed  in  large  measure  through 
the  issuing  of  provincial  securities  by  the  Nova  Scotia  government. 

These  constituted  a  loan  by  the  government  to  the  railway  and  were  se¬ 
cured  by  mortgages  on  the  constituent  railways.  Some  bond  issues, 
guaranteed  by  the  Canadian  Northern  Railway,  were  used  later. ^ 

The  Central  Railway  of  Nova  Scotia,  which  had  earlier  purchased 
the  Nova  Scotia  Central  Railway  and  with  it  a  completed  line  from  Lunen¬ 
burg  to  Middleton,  was  the  first  and  probably  most  important  line  to  be 
acquired  by  the  Halifax  and  South  Western.  It  was  purchased  on  1  July, 

1902  for  $525,000.  The  second  local  railway  of  the  Halifax  and  South 
Western  group,  the  Nova  Scotia  Southern  Railway,  was  acquired  on  11  April, 
1903.  No  railway  mileage  had  yet  been  built  by  this  line  and  its  charter 
rights  became  vested  with  the  Halifax  and  South  Western  Railway.  Under 
these  charter  rights  a  22  mile  line  between  Caledonia  and  Caledonia 
Junction  was  built  in  1903. 

The  Halifax  and  Yarmouth  Railway  with  50  miles  of  road  between  Yar¬ 
mouth  and  Barrington  Passage  in  operation  was  the  next  line  to  be  acquired. 
It  was  purchased  for  $675,000.  on  15  May,  1905.  On  the  same  day  the 
Halifax  and  South  Western  also  acquired  the  Middleton  and  Victoria  Beach 
Railway.  It  paid  $325,000.  for  this  railway,  which  had  no  mileage  in  oper¬ 
ation  in  1905  but  under  whose  charter  a  39  mile  line  between  Middleton  and 
Port  Wade  was  constructed  in  1907.  A  fourth  railway,  the  Liverpool 
and  Milton  Railway  Company,  with  a  short  4.63  mile  line  between 


1.  Arbitration,  pp.  2546-2547. 
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Liverpool  and  Rapid  Falls  was  purchased  on  25  April,  1907  for  $71*550.^ 
The  Nova  Scotia  lines  were  built  or  acquired  in  the  hope  that  they 
would  eventually  become  the  eastern  extension  of  a  transcontinental 
Canadian  Northern  line.^  That  hope  was  disappointed  and  connections 
between  the  Nova  Scotia  line  and  those  in  Quebec  and  further  west  were 
obtained  through  running  rights  over  the  Intercolonial  Railway. 

Local  traffic,  particularly  lumber,  kept  Mackenzie  and  MannTs 
Nova  Scotia  lines  solvent  although  the  Canadian  Northern  Board  of 
Arbitration  was  later  informed  that  maintenance  on  these  lines  had 

3 

been  seriously  neglected.  It  is  therefore  doubtful  whether  they  were 
really  a  worthwhile  investment.  They  did,  however,  provide  Nova  Scotians 
with  valuable  rail  facilities  and  might  have  assumed  a  far  greater 
significance  if  a  Mackenzie  and  Mann  line  to  Quebec  City  had  been 
completed. 


1.  The  details  of  all  these  purchases  are  recorded  in  the  Minutes  of 
Directors1 2 3  and  Shareholders1  Meetings  of  the  Halifax  and  South 
Western  Railway;  C .  N.  Vol.  1232.  Some  of  this  and  additional 
information  is  available  in  Kearney,  pp.  460-465  and  Stevens, 

pp.  303-305. 

2.  Arbitration,  p.  2547. 


3.  Ibid. ,  pp.  33S-339. 
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Chapter  VIII  -  The  Canadian  Northern  Pacific  Railway  to  1911. 


1. 


The  years  1909  to  1911  marked  the  high  point  of  Canadian  Northern 
fortunes  on  the  prairies.  There  the  railway Ts  promoters  had  virtually 
entered  a  partnership  with  the  political  leaders,  a  partnership  whose 
chief  aim  was  to  open  up  new  territories  to  settlement  and  colonization 
and  to  stimulate  and  foster  a  more  rapid  economic  growth. 

By  1911  the  Canadian  Northern  was  also  well  established  in  east¬ 
ern  Canada  and  plans  for  a  railway  from  the  western  prairies  to  Quebec 
City  and  ultimately  the  Atlantic  were  well  advanced.  Construction 
proceeded  apace  during  the  prosperous  years  from  1909  to  1911  and  it 
became  clear  that  the  Canadian  Northern  would  soon  become  the  trans¬ 
continental  railway  of  which  Mackenzie  and  Mann  had  openly  spoken  as 
early  as  1901. 

A  last  and  expensive  link  remained  to  be  built.  This  was  the 
railway  through  British  Columbia  to  the  Pacific  Coast.  After  several 
abortive  Mackenzie  and  Mann  ventures  on  the  Pacific  at  the  turn  of  the 
century  final  plans  and  arrangements  were  made  in  1909  and  1910  whereby 
the  Canadian  Northern  was  to  reach  the  Pacific  Coast  some  years  later. 

The  first  portion  of  the  line  west  of  Edmonton  was  constructed 
under  the  old  charter  of  the  Edmonton,  Yukon  and  Pacific  Railway  which 
Mackenzie  and  Mann  had  acquired  in  1898  and  which  was  amalgamated  with 
the  Canadian  Northern  in  1908.  That  railway,  however,  only  made  sense 
if  it  were  seen  as  part  of  the  larger  system,  as  a  link  between  the 
Canadian  Northern  lines  terminating  at  Edmonton  and  the  British  Columbia 


line  to  the  Pacific. 
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The  British  Columbia  line  was  built  under  the  provincially  incor¬ 
porated  and  assisted  Canadian  Northern  Pacific  Railway.  Like  other 
Mackenzie  and  Mann  railways  it  was  financed  through  the  sale  of  govern¬ 
ment  guaranteed  bonds  and  both  provincial  and  federal  cash  subsidies. 

It  proved  in  the  end  to  be  a  very  expensive  line,  although  construction 
was  begun  in  1909  with  great  enthusiasm  and  in  1911  the  two  intrepid 
Canadian  Northern  principals  were  highly  optimistic.  The  Canadian 
Northern  Pacific  Railway  was  an  essential  but  not  very  profitable  part 
of  the  Canadian  Northern  Railway  System. 

2. 


Mackenzie  and  Mann  first  became  interested  in  British  Columbia 
railways  in  1898.  In  the  previous  year  a  group  of  promoters  had  obtained 
charter  rights  to  the  Vancouver,  Victoria  and  Eastern  Railway  and  Navi¬ 
gation  Company.  This  railway  was  to  build  from  Vancouver  to  Rossland, 
via  New  Westminster  and  with  a  branch  to  Kamloops.  It  received  a 
$4,000.  per  mile  provincial  subsidy  as  well  as  the  usual  $3,200.  to 
$6,400.  variable  federal  subsidy.'1 2'  Its  main  purpose  was  to  provide 
Canadian  railway  communications  with  the  mining  areas  of  southern 
British  Columbia.  Mackenzie  and  Mann  became  associated  with  the  railway 
early  in  1898,  apparently  with  the  hope  of  obtaining  construction  con- 
tracts.  It  was  expected  that  the  railway  would  be  sold  or  leased  to 


1.  BRITISH  COLUMBIA,  60  Vic.  Cap.  21;  CANADA.  61  Vic.  Cap.  8£. 


2.  G.  L.  Milne  to  Laurier,  28  February,  1898;  Laurier  Papers. 
Vol.  62,  p.  21079. 
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the  C.  P.  R.  after  the  completion  of  construction.^ 

The  incorporation  of  the  Crows*  Nest  Pass  Railway  in  1898  reduced 
the  need  for  the  immediate  construction  of  the  Vancouver,  Victoria  and 
Eastern  Railway.  The  uncertainty  and  instability  of  provincial  politics 
hurt  it  further  and  eventually  it  fell  into  the  hands  of  the  very  enemy 
it  was  to  combat,  the  Great  Northern  Railway  controlled  by  J.  J.  Hill. 

In  later  years  the  Canadian  Northern  Pacific  obtained  running  rights  on 
the  New  Westminster  to  Vancouver  section  of  the  Vancouver,  Victoria  and 
Eastern  Railway,  but  the  railway  itself  did  not  become  a  part  of 
Mackenzie  and  MannTs  railway  system. 

Mackenzie  and  MannTs  second  major  British  Columbia  railway  venture 
was  the  Stikeen  and  Teslin  Lake  Railway  and  its  provincial  counterpart, 
the  Canadian  Yukon  Railway  Company.  The  Stikeen  and  Teslin  Lake  Rail¬ 
way  was  a  federal  project  and  has  been  dealt  with  in  that  context 
earlier  in  this  study.  It  also  had  strong  provincial  implications  and 
resulted  in  the  passage  of  several  provincial  railway  charters  which 
sought  to  enlarge  the  federal  scheme  and  bring  it  closer  to  the  main¬ 
stream  of  British  Columbia  commerce. 

An  agreement  was  signed  with  the  province  on  30  April  1898  where¬ 
by  the  Yukon  Railway  would  be  extended  southward  to  Douglas  Channel 
or  to  another  British  Columbia  port  which  might  be  designated  later. 

The  appropriate  legislation  was  passed  the  same  year  with  the  incor¬ 
poration  of  the  Canadian  Yukon  Railway  Company.1 2 

1.  CANADA.  61  Vic.  Cap.  8£. 

2.  A  subsidy  for  the  new  project  was  voted  under  BRITISH  COLUMBIA 

61  Vic.  Cap.  30.  The  Canadian  Yukon  Railway  Company  was  incorporated 
under  BRITISH  COLUMBIA,  61  Vic.,  Cap.  £0. 
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The  measure  was  not  popular  in  British  Columbia,  particularly 
the  provision  that  the  new  railway  was  to  be  given  a  substantial  land 
subsidy.  This  unpopularity  was  more  directly  concerned  with  the  federal 
part  of  the  scheme.  British  Columbians  felt  the  federal  subsidy  to  the 
Stikeen  and  Teslin  Lake  Railway  really  consisted  of  provincial  lands. 

The  federal  government  was  accused  of  giving  away  "acres  of  goldfields" 
belonging  to  the  province.  The  defeat  of  the  federal  bill  in  the  Senate, 
coupled  with  the  ouster  of  J.  H.  Turner  from  the  Premiership  of  British 
Columbia,  ensured  the  defeat  of  the  entire  project.  In  1899  the  govern¬ 
ment  of  Premier  Semlin  passed  legislation  repealing  the  subsidy  grant 
of  the  previous  year  to  the  Canadian  Yukon  Railway.^ 

In  1900  the  Semlin  government  suffered  the  fate  of  its  predecessor 
when  it  lost  office  through  the  direct  action  of  the  Lieutenant  Governor. 
It  was  replaced  by  an  administration  headed  by  Joseph  Martin.  The 
Martin  government  failed  in  its  first  vote  of  confidence  and  again  in 
the  provincial  election  which  followed.  It  was  succeeded  by  a  govern¬ 
ment  headed  by  James  Dunsmuir,  a  wealthy  Vancouver  Island  coal  mining 
magnate . 

The  Dunsmuir  administration  proved  friendly  to  Mackenzie  and 
Mann  and  within  two  years  after  taking  office  it  signed  an  ambitious 
agreement  with  the  two  railway  promoters.  This  agreement  called  for 
the  construction  of  a  railway  from  Edmonton  via  the  Yellowhead  Pass 
to  Bute  Inlet  on  the  Pacific.  A  train  ferry  was  to  be  established 
between  Bute  Inlet  and  Vancouver  Island.  From  the  Island  terminus 
of  this  ferry  direct  railway  connections  with  Victoria  were  to  be 


1.  BRITISH  COLUMBIA.  62  Vic.,  Cap.  61.  The  information  given  by  Kearney 
in  this  regard  is  erroneous. 
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established.  To  assist  the  railway  in  its  construction  program  the 
provincial  government  offered  a  20,000  acre  per  mile  land  subsidy  and 
a  variable  $4,000.  to  $4,800.  per  mile  cash  subsidy.  Various  sections 
of  the  railway  received  slightly  different  subsidies,  depending  on 
estimated  construction  costs.'*'  Additional  aid  from  the  federal  govern¬ 
ment  was  expected.  The  new  line  was  to  be  built  under  the  charter  of 
the  Edmonton,  Yukon  and  Pacific  Railway. 

The  Edmonton,  Yukon  and  Pacific  Railway  was  the  successor  of  the 
Edmonton  District  Railway  Company.  It  began  as  a  small  local  railway 
empowered  to  build  short  lines  in  the  Edmonton  area.  The  St.  John, 

p 

New  Brunswick  law  firm  of  Blair,  Ruel  and  Blair  was  influential  in 
the  incorporation  of  this  railway  in  1896  and  William  Pugsley  of 
St.  John  also  held  early  interests  in  it. 

Mackenzie  and  Mann  obtained  control  of  this  railway  in  1898,  and 
the  following  year  its  name  was  changed  to  the  Edmonton,  Yukon  and 
Pacific  Railway.  Its  charter  rights  were  expanded  to  include  lines  of 
railway  via  the  Yellowhead  Pass  or  the  Peace  River  Pass  to  a  port  in 
British  Columbia  and  to  the  Yukon  River.  A  small  federal  subsidy  for 
that  portion  of  the  line  from  Edmonton  to  Yellowhead  Pass  was  also 


1.  A  copy  of  the  agreement,  dated  1  March,  1902,  is  available  in  the 
Railways  File  of  the  McBride  Papers.  See  also  news  report  in 
Manitoba  Free  Press.  26  March, 1902,  p.  1. 

2.  The  original  Minute  Book  of  the  Edmonton  District  Railway  was 
apparently  destroyed  accidentally  and  reliance  must  be  placed 

on  later  notes  and  summaries  made  by  Mackenzie  and  Mann  interests. 
These  shed  little  light  on  the  manner  in  which  the  Canadian  Northern 
promoters  gained  control  of  the  Edmonton  District  Railway.  It  is 
possible  that  the  original  promoters  of  that  railway  still  had  some 
influence  in  it  in  1902. 
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obtained. ^ 

The  entire  scheme  seemed  to  many  British  Columbians  designed 
primarily  to  serve  the  interests  of  Vancouver  Island  and,  in  particular, 
those  of  Premier  Dunsmuir.  As  a  result  it  met  with  widespread  dissatis¬ 
faction.  In  the  unstable  political  situation  in  the  province  at  the 
time  this  opposition  was  very  dangerous  and  Mann,  who  conducted  most 
of  the  early  negotiations,  came  to  regard  the  venture  as  a  bad  risk. 

He  later  testified,  MThe  Government  of  British  Columbia  drafted  a  con¬ 
tract  for  us  to  sign  and  wanted  us  to  build  a  road  from  the  Coast  in. . . 

I  brought  the  contract  home  and  advised  not  to  sign  it,  and  our  people 
differed  with  me  and  signed  it,  and  the  Government  was  defeated.  They 
only  had  about  one  of  a  majority. . .It  was  my  judgement  not  to  sign  it; 
but  they  did,  and  it  fell  through.”^ 

The  final  negotiations  with  the  British  Columbia  government  were 
undertaken  by  J.  N.  Greenshields,  a  lawyer  and  railway  promoter  more 
closely  associated  with  the  Blair  and  Pugsley  railway  interests.  If 
Mannrs  testimony  is  accepted  it  seems  likely  that  Greenshields  and 
his  associates  in  the  Edmonton  District  Railway  overruled  MannTs 


1.  CANADA.  62-62  Vic.  Caps.  2  64. 

2.  Arbitration,  p.  2680. 
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judgement  in  this  matter.^ 

The  defeat  of  the  Dunsmuir  government  in  1902  brought  the  Minister 
of  Mines,  E.  G.  Prior,  to  the  Premiership.  Prior  could  not  restore 
unity  to  the  badly  splintered  provincial  government.  The  ambitions  of 
the  mercurial  Joseph  Martin,  eager  to  return  to  the  provincial  leader¬ 
ship,  and  the  onslaughts  of  Richard  McBride,  formerly  a  member  of  the 
Dunsmuir  administration  but  in  1902  and  1903  a  vociferous  and  very 
effective  leader  of  the  opposition,  wrought  havoc  in  the  legislature 
and  eventually  proved  too  much  for  Premier  Prior.  His  government 
virtually  disintegrated  in  1903  when  charges  of  scandal  were  brought 
against  him.  The  Lieutenant  Governor  had  no  alternative  but  to  demand 
the  resignation  of  yet  another  British  Columbia  Premier  and  to  call 
on  his  chief  adversary,  Richard  McBride,  to  form  a  government. 

These  political  changes  in  1902  and  1903,  coupled  with  Mann’s 


1.  During  this  time  Mackenzie  was  largely  preoccupied  with  the  market¬ 
ing  of  the  Canadian  Northern  bonds  guaranteed  in  1901  by  the  Manitoba 
government.  He  spent  some  time  in  London  making  the  necessary 
arrangements  and  was  apparently  not  closely  involved  in  the  British 
Columbia  negotiations.  The  Mackenzie  and  Mann  interests  formally 
took  control  of  the  railway  on  22  April, 1902  while  the  contract  was 
signed  on  1  March, 1902.  The  affairs  of  the  company  had,  however, 
been  reorganized  on  14  and  18  June,  1898,  as  a  result  of  a  transfer 
of  stock  to  Mackenzie  and  Mann  interests  which  left  the  New  Bruns- 
wickers  with  only  qualifying  shares.  They  were,  nevertheless,  in 
a  position  to  influence  the  negotiations  and  to  overrule  Mann’s 
words  of  caution.  In  1902  the  British  Columbia  government  of 
Premier  Prior,  and  with  it  the  Edmonton,  Yukon  and  Pacific  contract, 
were  defeated.  In  the  same  year  Mackenzie,  Mann  and  Co.  Ltd.  were 
incorporated.  Henceforth  this  Company  became  the  official  contrac¬ 
tor  of  the  Canadian  Northern  Railway,  thus  enabling  the  two  pro¬ 
moters  to  become  directors  of  the  railway.  They  personally  took 
charge  of  the  affairs  of  the  Edmonton,  Yukon  and  Pacific  Railway 
on  22  April,  1902;  C.  N.  Vol.  1211. 
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lukewarm  attitude  toward  the  project,  greatly  diminished  the  prospects 
for  early  construction.  Once  in  power  Premier  McBride  gave  Mackenzie 
and  Mann  no  further  encouragement  to  build  immediately,  this  despite 
the  fact  that  McBride  shared  Mackenzie  and  Mann’s  evaluation  of  the 
future  economic  development  of  British  Columbia  and  of  Canada.  McBride 
as  described  by  a  noted  British  Columbia  historian  ’’typified  the  spirit 
of  the  age:  the  optimism  which  verged  on  recklessness.  Sensing  that 
British  Columbia  had  some  distinctive  quality  -  not  quite  Canadian  or 
British  or  American  or  even  a  blend  of  all  three  -  he  dreamed  of 
developing  its  vast  natural  resources  through  grandiose  schemes  which 
would  make  it  almost  an  empire  in  itself.”! 

This  was  the  same  gospel  preached  by  Mackenzie  and  Mann  but,  alas, 
the  frailties  of  the  provincial  treasury  deferred  fulfillment  of  the 
prophetic  vision.  A  long  series  of  deficits  had  brought  the  province 
perilously  close  to  bankruptcy  in  1903  and  a  spartan  financial  manage¬ 
ment  was  needed.  In  R.  G.  Tat low,  Premier  McBride  found  the  Minister  of 
Finance  who  successfully  transformed  the  chronic  provincial  deficits 
into  respectable  surpluses.  He  did  not  do  so,  however,  by  granting 
large  subsidies  to  Mackenzie  and  Mann  enterprises.  In  fact  the  Edmonton, 
Yukon  and  Pacific  Railway  lost  its  identity  in  the  Canadian  Northern 
Railway  and  all  plans  to  build  to  the  Pacific  under  its  charter  were 
temporarily  shelved. 

The  opposition  encountered  by  the  Edmonton,  Yukon  and  Pacific  Rail¬ 
way  scheme  also  indicated  a  need  for  the  provincial  government  to  review 


1.  Margaret  A.  Ormsby,  British  Columbia:  A  History.  Toronto,  1958, 
p.  336. 
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and  adjust  its  railway  policies  in  the  hope  of  gaining  more  widespread 
support.  Thus  the  pause  in  railway  development  enforced  by  the  plight 
of  the  provincial  treasury  could  be  put  to  good  use.  The  plans  of  the 
Grand  Trunk  Pacific  to  build  to  the  Coast  further  increased  the  need 
for  a  careful  review  of  provincial  railway  policies. 

The  entire  series  of  transactions  between  Mackenzie  and  Mann  and 
the  provincial  government  did  not  result  in  the  construction  of  any 
new  railway  mileage  in  the  province.  It  was  nevertheless  of  great 
importance  for  Mackenzie  and  Mann.  It  enabled  them  to  establish  import¬ 
ant  political  contacts  in  the  province.  It  was  true  that  most  of  their 
dealings  had  been  with  governments  which,  while  striving  to  remain  non¬ 
partisan,  had  come  to  take  on  a  Liberal  colour,  while  the  admittedly 
Conservative  Premier  McBride  had  put  their  project  on  the  shelf,  and 
it  was  McBride  who  would  rule  British  Columbia  for  more  than  a  decade 
after  1903.  In  the  very  confused  British  Columbia  political  situation 
this  was  not  as  serious  as  it  might  seem.  Mackenzie  and  Mann  had 
clearly  presented  themselves  as  potential  railway  builders  and  competi¬ 
tors  and  had  shown  a  good  deal  of  flexibility  in  their  negotiations  with 
provincial  governments.  There  is  little  reason  to  doubt  that  Premier 
McBride  always  considered  them  at  least  a  possible  factor  in  the  railway 
policies  his  government  might  develop.^- 

In  addition  these  early  British  Columbia  ventures  clearly  estab¬ 
lished  the  charter  rights  of  a  Mackenzie  and  Mann  company  to  build 
through  the  Yellowhead  Pass.  This  proved  to  be  of  very  great  importance 
later  when  the  Grand  Trunk  Pacific  and  the  Canadian  Northern  quarrelled 
over  running  rights  and  location  plans  from  Edmonton  to  the  Yellowhead. 


1.  Mann  claimed  the  British  Columbia  government  had  asked  him  repeat¬ 
edly  to  build  to  the  Pacific.  Arbitration,  p.  2684. 
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3. 

Mackenzie  and  Mannfs  British  Columbia  railway  schemes  remained 
dormant  from  1903  to  1908.  These  years  were  marked  by  two  important 
developments.  First,  a  general  rapprochement  between  the  two  promoters 
and  the  provincial  Premier  took  place.  McBride  felt  little  of  the  old 
line  Conservative  loyalty  to  the  C.  P.  R.  and  was  quite  prepared  to 
assist  potential  competitors  who  would  help  develop  the  resources  of 
the  province.^  His  relations  with  the  Grand  Trunk  Pacific  were  busin¬ 
esslike  at  first  but  the  arrogant  and  bullying  tactics  of  a  railway 
which  was  the  special  project  of  the  federal  Liberals  soon  cooled  re¬ 
lations  between  that  railway  and  the  provincial  government.  This  left 
the  door  open  for  further  negotiations  with  Mackenzie  and  Mann. 

Equally  important  during  the  years  between  1903  and  1908  was  the 
successful  defence  by  the  Canadian  Northern  of  its  charter  rights  through 
the  Yellowhead.  It  had  been  widely  assumed  when  the  Grand  Trunk  Pacific 
was  first  incorporated  that  it  would  be  built  through  the  Peace  River  or 
Pine  River  Passes.  Charles  M.  Hays,  the  Grand  Trunk  Pacific  president, 
made  several  public  statements  which  seemed  to  indicate  an  intention 
to  build  through  one  of  the  northern  passes,  as  implied  by  the  Grand 
Trunk  Pacific  charter  which  empowered  the  company  to  build  uby  way  of 

either  the  Peace  River  Pass,  or  the  Pine  River  Pass,  or  such  other 

q 

pass  in  the  Rocky  Mountains  as  is  found  most  convenient.'1 

Later  in  1906  the  Grand  Trunk  Pacific  decided  it  would  not  build 
to  the  Peace  River  country,  but  would  instead  use  the  Yellowhead  Pass. 


1.  Loc.  cit. 

2.  Hays  to  Laurier,  29  January,  1907;  Laurier  Papers.  Vol.  444. 

pp.  118716-118718. 
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Construction  difficulties  and  operational  economies  were  cited  as  the 
reasons  for  the  decision,^  but  the  possibility  of  heading  off  the  Can¬ 
adian  Northern  at  Edmonton  was  clearly  seen  by  Hays.  Duplication  of 
railway  lines  was  still  generally  unacceptable,  at  least  for  as  long 
a  distance  as  from  Edmonton  to  the  Yellowhead  Pass.  If  the  Canadian 
Northern  were  forced  to  use  one  of  the  northern  passes  as  a  result  of 
the  changed  Grand  Trunk  Pacific  plans  it  would  be  very  difficult  for 
the  Mackenzie  and  Mann  road  to  find  a  suitable  Pacific  port.  At  the 
very  least  a  very  considerable  increase  in  mileage  would  be  the 
result. 

The  Grand  Trunk  Pacific  informed  the  federal  government  of  its 
changed  plans  and  the  Department  of  Railways  and  Canals,  under  the 
administration  of  H.  R.  Emmerson,  generally  considered  a  Moncton  and 
Grand  Trunk  Pacific  man,  quickly  found  several  things  wrong  with  the 
location  plans  through  the  Yellowhead  Pass  filed  by  Mackenzie  and  Mann 
under  the  charter  of  the  Edmonton,  Yukon  and  Pacific  Railway.  The 
department  asked  for  more  detailed  plans,  then  complained  that  the 
plans  provided  were  too  detailed,  each  request  being  accompanied  by 
long  administrative  delays.  Meanwhile  the  Grand  Trunk  Pacific  filed 

p 

location  plans  which  were  promptly  approved.  There  were,  of  course, 
strong  protests  from  the  Canadian  Northern-^  but  these  seemed  to  achieve 


1.  Loc.  cit. 

2.  Private  Memorandum  prepared  by  D.  D.  Mann  in  reference  to  the 
Approval  of  route  plans,  23  June,  1909;  Laurie r  Papers.  Vol.  580. 
pp.  157248-157254.  See  also  Mann  to  Laurier,  26  January  1907, 
Ibid. ,  Vol.  444,  pp.  118713-118715  and  Hays  to  Laurier,  29  January 
1907;  Ibid.,  pp.  118716-118718. 

3.  Mann  to  Laurier,  26  January, 1907;  Ibid. .  pp.  118713-118715. 
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very  little  in  1907  and  1908.  The  Grand  Trunk  Pacific  was  allowed  to 
proceed  with  its  plansto  build  through  the  Yellowhead  although  Canadian 
Northern  charter  rights  to  a  parallel  route  were  never  entirely  denied. 

It  seemed  nevertheless  that  the  Grand  Trunk  Pacific  had  won  a  significant 
victory  over  its  chief  competitor.  It  had  gained  priority  if  not  yet 
sole  occupancy  of  the  Yellowhead  route  and  might  very  easily  see  the 
Canadian  Northern  completely  cut  off  at  Edmonton  or  deflected  into  the 
northern  wilderness.  If  the  Canadian  Northern  had  been  compelled  to 
build  through  the  Peace  River  area  new  and  promising  areas  would  have 
been  opened  up  but  a  main  line  to  Vancouver  was  necessary  if  the  entire 
transcontinental  line  was  to  compete  effectively. 

The  Mackenzie  and  Mann  fortunes  improved  in  1907.  Emmerson  was 
dismissed  by  the  Prime  Minister  in  that  year  for  reasons  not  directly 
related  to  railway  affairs.  His  successor,  G.  P.  Graham,  a  close  friendv 
of  Sifton,  found  the  railway  department  in  an  appalling  condition.  The 
bullying  tactics  of  the  Grand  Trunk  Pacific  which  had  worked  so  well 
with  Emmerson  received  short  shrift  from  Graham,  as  Hays  discovered  in 
1908  when  he  launched  on  a  second  and  more  brazen  attack  on  Mackenzie 
and  Mannfs  charter  through  British  Columbia. 

In  1908  the  Grand  Trunk  Pacific  filed  plans  to  build  from  Yellow¬ 
head  to  Vancouver,  the  first  portion  of  this  line  being  almost  identical 
to  plans  already  filed  by  Mackenzie  and  Mann.  The  Mackenzie  and  Mann 
plans  had  not  yet  been  formally  approved  and  Hays  began  a  campaign  worthy 
of  the  most  unscrupulous  American  railway  tycoon.  This  time  he  got 
nowhere  with  either  Graham  or  Laurier.  He  received  reprimands  from  the 
Prime  Minister  while  the  Minister  of  Railways  and  Canals  ruled  against 
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the  claims  and  location  plans  of  his  company  on  27  January,  1909.  A 
few  months  later  an  alternative  Canadian  Northern  location  plan  from 
Edmonton  to  the  Yellowhead  was  approved  and  the  location  plans  of  that 
railway  from  the  Yellowhead  to  Vancouver  confirmed.  This  done  the  Edmon¬ 
ton,  Yukon  and  Pacific  Railway  was  promptly  amalgamated  with  the  Canadian 
Northern  Railway  in  an  effort  to  consolidate  the  victory  just  gained. 
Subsequent  attempts  by  the  Grand  Trunk  Pacific  to  file  new  location 
plans  were  of  no  avail.  Graham  was  equally  firm  with  Laurier.  ,TI 
discussed  this  matter  with  you  recently  after  Mr.  Mann’s  visit,  and  you 
readily  agreed  with  me  that  after  taking  certain  right  of  way  from  the 
C.  N.  R.,  and  giving  it  to  the  G.  T.  P.,  driving  them  from  the  Prince 
Rupert  terminal,  we  should  now  now  turn  around  and  be  a  party  to  depriv- 
in  them  of  their  Vancouver  route.  They  must  have  a  western  terminal  and 
the  G.  T.  P.,  having  made  their  choice  at  Prince  Rupert  my  opinion  is 
that  the  C.  N.  R.  should  have  the  right  of  way  to  Vancouver.11^  Laurier 
agreed  and  Graham  reprimanded  Grand  Trunk  Pacific  officials  for  their 
"proposition  to  locate  the  Grand  Trunk  Pacific  on  the  Canadian  Northern 

p 

Railway  line  to  Vancouver,  which  is  really  what  is  asked."*'  It  would 
constitute  "a  wanton  waste  of  money  for  the  railways  to  be  fighting 
each  other,  building  two  or  three  lines  where  one  is  more  than  ample 
for  the  people  for  half  a  century. "3 

It  was  understood  from  the  beginning  that  the  fight  over  location 


1.  Graham  to  Laurier,  20  September,  1909;  Graham  Papers,  p.  19445. 

2.  Graham  to  Wainwright,  20  September,  1909;  Ibid. .  p.  19447. 


3.  Loc .  cit. 
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plans  was  only  the  first  phase  of  the  struggle.  Neither  company  had 
the  resources  to  build  without  substantial  assistance  from  both  the 
federal  and  provincial  governments.  The  Grand  Trunk  Pacific,  of  course, 
already  enjoyed  substantial  support  for  its  line  to  Prince  Poipert  but 
could  not  obtain  similar  support  for  a  second  line  to  Vancouver.  The 
Canadian  Northern,  on  the  other  hand,  was  successful  in  persuading  the 
federal  government  to  give  substantial  aid  to  the  Alberta  portion  of 
their  line.^  Success  for  the  line  from  Yellowhead  to  Vancouver,  how¬ 
ever,  hinged  upon  action  to  be  taken  by  the  British  Columbia  government. 

Premier  McBride  watched  the  situation  closely.  Late  in  1908  and 
early  in  1909  he  decided  the  time  had  come  to  help  the  Canadian  North¬ 
ern  build  to  the  Coast.  An  announcement  to  this  effect  was  made  in  the 
legislature  on  25  January,  1909  but  no  terms  of  agreement  were  revealed. 
During  the  ensuing  months  McBride  undertook  a  serious  study  and  review 
of  the  Canadian  Northern  and  its  accomplishments,  as  well  as  its  poten¬ 
tial  and  promise  for  his  province. 

In  May  of  1909  Gerard  Ruel,  assistant  secretary  to  the  Canadian 
Northern,  supplied  McBride  with  a  lengthy  memorandum  on  Canadian  North¬ 
ern  bond  guarantees  and  legislative  arrangements  with  federal  and  pro¬ 
vincial  governments.^  The  local  law  library  was  searched  by  McBride 
aides  for  information  on  the  Canadian  Northern.  Then,  shortly  before 

1.  A  federal  bond  guarantee  was  involved.  This  was  done  through  the 
incorporation  of  a  special  company,  the  Canadian  Northern  Alberta 
Railway  Company  which  acquired  the  properties  of  the  Edmonton, 

Yukon  and  Pacific  Railway.  CANADA.  9-10  Edw.  VII,  Cap.  6; 

2  Geo.  V,  Cap.  2  and  8. 

2.  Ruel  to  McBride,  26  May,  1909;  McBride  Papers ,  PABC. 
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signing  a  definite  agreement  with  Mackenzie  and  Mann,  the  British 
Columbia  Premier  met  with  Premiers  Whitney  of  Ontario  and  Roblin  of 
Manitoba.  Railway  policies  dominated  the  discussions  of  the  three 
Conservative  premiers,  with  both  Whitney  and  Roblin  speaking  very  fav¬ 
ourably  of  Mackenzie  and  Mann.  McBride  returned  home  resolved  to  link 
the  railway  policies  of  his  province  with  their  plans  and  designs. 

Following  the  Premiers1  meeting  both  Premier  Roblin  and  Works 
Minister  Rogers  of  Manitoba  sent  McBride  lengthy  memoranda  on  the 
relations  of  their  province  with  the  Canadian  Northern.  This  informa¬ 
tion  may  have  helped  the  premier  make  up  his  own  mind  but,  more  likely, 
it  was  sent  at  the  British  Columbia  premier* s  request,  to  be  used 
against  his  critics  in  the  province.  Rogers*  telegram  is  a  succinct 
statement  of  Canadian  Northern  successes  in  Manitoba  up  to  1909.  It 
also  reveals  fully  the  political  and  financial  thinking  of  the  time 
and  deserves  to  be  quoted  in  extenso. 

’’The  C.  N.  contract  made  in  February  1901,  with  this  province, 
although  fiercely  opposed  and  maliciously  misrepresented  at  first 
has  worked  out  so  satisfactorily  to  the  province  that  opposition 
thereto  has  ceased  in  view  of  the  beneficial  results  to  the  people 
of  this  province.  All  the  direful  results  predicted  have  proved 
absolutely  unfounded,  it  has  never  in  any  sense  adversely  affected 
the  financial  standing  or  credit  of  the  province  or  any  of  its  muni¬ 
cipalities  and  our  credit  today  is  better  than  ever... The  contract 
has  resulted  in  manifold  benefits  to  the  province  giving  the  people 
a  much  needed  service  saving  of  millions  of  money  with  reduced 
freight  rates,  etc.,  and  has  never  cost  the  province  one  dollar. 

So  popular  has  it  been  that  the  demand  for  railway  construction 
and  extension  by  that  railway  on  behalf  of  the  people  has  been  so 
great  that  the  Canadian  Northern  now  has  a  larger  mileage  in 
Manitoba  than  any  other  railway.  I  congratulate  you  upon  your 
proposals  and  predict  a  similar  satisfactory  result  for  your  pro¬ 
vince  with  general  development  and  prosperity  therefrom.”1 


1.  Rogers  to  McBride,  29  October,  1909;  McBride  Papers.  C.  N.  R. 
Correspondence  file,  PABC. 
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Premier  Roblin  assured  Premier  McBride  that  the  Manitoba  railway- 
policy  "meets  universal  approval  of  people  irrespective  of  political 
leaning. It  provided  adequate  railway  facilities,  the  Premier  stated, 
without  any  cost  to  the  province. 

These  telegrams  and  other  general  assurances  by  various  government 
officials  in  other  parts  of  the  country  enabled  the  Conservative  press 
in  British  Columbia  to  offer  a  vigorous  defence  of  the  Premier’s  proposed 
railway  policy. 

"Mackenzie  and  Mann  and  the  Canadian  Northern  Railway  Company 
come  to  the  local  government  with  their  reputation  endorsed  not  only 
by  the  Conservative  administration  of  Manitoba  and  Ontario,  but  as 
well  by  the  Liberal  governments  of  Quebec,  Alberta  and  Saskatchewan. 

In  addition  to  this  it  must  be  borne  in  mind  that  this  company  has 
been  strongly  entrenched  by  Sir  Wilfrid  Laurier’s  administration  from 
whom  it  has  received  large  subsidies.  Surely  the  government  of 
British  Columbia  should  want  no  better  evidence  of  the  bona  fides  of 
these  people  than  might  be  secured  in  this  way."^ 

An  optimistic  spirit  pervaded  the  country  and  the  Canadian  North¬ 
ern  Pacific  Railway  was  one  of  its  products.  Premier  McBride  neverthe¬ 
less  knew  that  not  all  the  members  of  his  cabinet  shared  the  Manitobans’ 
enthusiasm  for  Mackenzie  and  Mann.  R.  G.  Tatlow,  the  Minister  of 
Finance  was  firmly  opposed  to  extensive  financial  assistance  to 
railways.  F.  J.  Fulton,  the  provincial  Commissioner  of  Lands,  was 
also  known  to  oppose  any  proposals  for  aid  to  the  Canadian  Northern. 

He  felt  that  railway  must  build  to  the  Pacific  if  it  wished  to  compete 
with  the  other  transcontinentals  and  that  it  would  do  so  regardless  of 


1.  Roblin  to  McBride,  28  October,  1909;  Ibid. 

2.  Victoria  Colonist ,  31  October,  1909,  in  reporting  on  a  speech  made 
by  Premier  McBride  in  defence  of  his  railway  policy. 
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the  assistance  the  province  might  grant  or  refuse  to  grant.  The  province 
could  spare  itself  the  expense.  Other  Conservatives,  such  as  C.  H.  Tupper, 
held  a  more  federal  and  pro-C.  P.  R.  outlook  and  were  opposed  to  or  had 
grave  misgivings  about  associating  the  fortunes  of  the  province  with 
those  of  an  upstart  regional  railway  lately  aspiring  to  transcontinental 
ambitions. 

McBride,  having  learned  by  the  misfortunes  of  his  predecessors  of 
the  dangers  of  internecine  quarrels,  decided  on  a  more  subtle  strategy. 

He  delayed  any  detailed  announcements,  and  even  the  announcement  that 
a  contract  with  Mackenzie  and  Mann  was  under  negotiation,  until  after  the 
dissolution  of  the  provincial  legislature  on  18  October,  1909.  On  the 
following  day  the  Premier  announced  the  signature  of  a  contract  with 
Mackenzie  and  Mann,  providing  for  substantial  provincial  assistance  for 
a  third  line  to  the  Pacific.  Tatlow  and  Fulton  resigned  from  the  pro¬ 
vincial  cabinet  but  in  the  face  of  an  immediate  provincial  election  there 
was  relatively  little  overt  criticism  from  disgruntled  Conservatives  who 
disliked  the  new  policy.  The  party  remained  publicly  united  in  support 
of  the  new  railway  policy. 

This  strategy  not  only  maintained  Conservative  unity.  It  also  left 
the  opposition  in  a  very  poor  strategic  position.  Without  detailed 
location  plans  or  the  exact  terms  of  the  proposed  agreement  with  Mackenzie 
and  Mann  it  was  difficult  to  offer  effective  criticism.  Every  little 
settlement  hoped  for  the  magic  touch  of  the  new  railway  and  feared  pos¬ 
sible  adverse  effects  if  an  opposition  member  were  returned.  Meanwhile 
the  local  Conservative  press  loudly  proclaimed  the  advantages  and  bene¬ 
fits  Mackenzie  and  Mann  had  already  brought  to  other  parts  of  Canada  and 
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would  now  bring  to  British  Columbia.  The  benefits  of  provincial  control 
over  freight  rates,  which  was  one  of  the  few  terms  of  the  agreement  given 
wide  publicity,  was  received  with  especial  enthusiasm. 

’’The  railway  commission  has  power  to  fix  the  rates  on  all  roads 
except  on  the  C.  P.  R.  Because  the  C.  P.  R.  is  thus  exempt,  and 
because  the  G.  T.  P.  is  loaded  with  too  much  territory  that  will  not 
be  productive  for  many  years  the  C.  N.  R.  is  the  only  source  from 
which  we  can  hope  to  get  greatly  improved  rates  and  facilities.  And 
the  effectiveness  of  the  C.  N.  R.  is  largely  due  to  its  being  able, 
by  reason  of  government  bond  guarantees,  to  get  into  the  restricted 
market  where  money  is  cheap.’’i 

These  were  compelling  arguments.  The  best  the  Liberals  could  do 
was  denouce  the  government  for  its  secretiveness  and  to  argue,  rather 
lamely,  that  they  would  get  more  railways  built  in  B.  C.  because  they 
would  work  in  close  co-operation  with  the  federal  government.  Perhaps 
the  federal  government  would  refuse  to  assist  the  provincially  sponsored 
project,  and  perhaps  if  such  aid  were  not  obtained  the  entire  project 
would  collapse  as  had  earlier  Mackenzie  and  Mann  projects  in  the  province. 
Perhaps  McBride  was  more  interested  in  embarrassing  Ottawa  than  in 
building  railways. ^  In  the  absence  of  any  clear  cut  alternative  rail¬ 
way  policy  these  doubts  and  questions  made  little  impression  on  the 
voters. 

The  election  returns  justified  McBride’s  strategy.  The  Conserva¬ 
tives  carried  all  but  four  seats  in  the  new  legislature,  with  the  Liber¬ 
als  taking  only  twoP  The  promise  of  a  Mackenzie  and  Mann  road  to  the 
Pacific  had  helped  the  British  Columbia  premier  to  an  unprecedented 
mandate  in  his  province.  He  had  in  return  obligated  himself  to  help  the 


1.  Memo  regarding  Canadian  Northern  Pacific  Railway  Agreements, 
McBride  Papers .  C.  N.  R.  Correspondence  file,  PABC. 

2.  Victoria  Daily  Times.  20  October,  1909- 


3.  McBride  to  Hanna,  1  December,  1909;  McBride  Papers.  C.  N.  R. 
Correspondence  file. 
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Canadian  Northern  to  the  Pacific. 

A  formal  agreement  between  the  Canadian  Northern  Railway  and  the 
government  of  British  Columbia  was  signed  on  17  January,  1910.  The 
main  terms  of  this  agreement,  particularly  in  regard  to  provincial  con¬ 
trol  of  rates  and  the  route  of  the  new  railway  had  been  agreed  to  in 
October  of  1909  when  a  preliminary  agreement  was  signed.  Several 
important  points,  however,  were  only  negotiated  after  the  election. ^ 

It  was  agreed  that  a  new  company,  the  Canadian  Northern  Pacific  Railway 
Company,  would  be  incorporated  with  powers  to  build  and  operate  railway 
lines  from  the  eastern  boundary  of  the  province  near  Yellowhead  through 
the  City  of  New  Westminster  to  Vancouver  and  English  Bluff.  Other  lines 
from  Victoria  to  Barkley  Sound  on  Vancouver  Island  were  to  be  built 
and  the  company  was  also  to  acquire  and  operate  other  ancillary  ser¬ 
vices  as  required.  Altogether  600  miles  of  new  railway  lines  were  to 
be  built,  about  100  on  Vancouver  Island.  The  province  agreed  to  guaran¬ 
tee  the  construction  bonds  of  the  railway  up  to  $35,000.  per  mile.  In 
return  control  over  rates  was  to  rest  with  the  provincial  government, 
as  it  did  in  Manitoba.  Any  money  realized  from  the  sale  of  bonds  was 
to  be  turned  over  to  a  trustee  who  would  release  it  to  the  railway  on 
the  presentation  of  certificates  showing  work  actually  completed.  Con¬ 
struction  of  the  new  line  was  to  begin  not  later  than  July  of  1910  and 
the  entire  line  was  to  be  completed  by  1  July,  1914.  The  appropriate 
legislation  confirming  this  agreement  was  passed  in  March  of  1910. 


1.  McBride  to  Mackenzie  and  Mann,  22  December,  1909;  Ibid. 
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The  organizational  meeting  of  the  Canadian  Northern  Pacific  Rail¬ 
way  was  held  on  22  March,  1910,  the  provisional  directorst  meeting  at 
12:00  noon,  the  shareholders1  at  12:15  and  the  directors*  at  12:30. 

Bond  issues  were  authorized  and  construction  contracts  between  the  rail¬ 
way  and  Mackenzie  and  Mann  let  for  amounts  which  could  go  as  high  as 
$6,000,000.^*  Directors*  and  shareholders*  meetings  confirming  without 
discussion  the  arrangements  made  by  Mackenzie  and  Mann  were  commonplace 
with  the  Canadian  Northern  and  its  affiliates.  Since  Mackenzie  and 
Mann  owned  or  controlled  the  entire  capital  stock  of  these  railways, 
such  meetings  were  hardly  surprising.  They  did,  however,  add  to  the 
image  of  Mackenzie  and  Mann  as  uninhibited  operators  in  government 
backed  securities. 

The  announcement  of  the  final  terms  of  the  agreement  between  the 
provincial  government  and  the  railway  was  a  disappointment  to  some. 

The  railway  would  not  transform  every  town  of  interior  British  Columbia 
into  a  metropolis,  nor  would  it  serve  every  economic  interest  of  the 
Province.  There  was  consequently  some  erosion  of  support. 

The  most  important  single  area  of  discontent  was  Kamloops,  the 
home  riding  of  one  of  the  two  cabinet  ministers  who  resigned  in  protest 
over  the  new  provincial  railway  policy.  This  cabinet  minister, 

F.  J.  Fulton,  had  opposed  the  contract  in  principle,  but  when  construc¬ 
tion  plans  were  announced  it  appears  that  Kamloops  might  be  bypassed 


1.  Minute  Book  of  the  Canadian  Northern  Pacific  Railway,  C.  N.  Vol.  1168. 
See  also  Stock  Transfer  Book  of  the  Canadian  Northern  Pacific  Rail¬ 
way,  C.  N.  Vol.  1170. 
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by  the  new  railway.  Early  Canadian  Northern  Pacific  plans  indicating 
a  crossing  of  the  North  Thompson  River  some  five  or  six  miles  above 
Kamloops  aroused  fear  that  the  new  railway  would  establish  a  divisional 
or  terminal  point  across  the  river  from  Kamloops.  The  original  charter 
simply  stated  that  the  railway  should  run  to  a  point  at  or  near  the 
City  of  Kamloops.  Fulton  and  the  Kamloops  Board  of  Trade  made  strong 
representations  to  the  Premier  that  this  be  changed  to  a  point  within 
the  City.'*'  The  Premier  expressed  general  support  for  this  change  but 
made  no  definite  promises.  Here,  as  in  the  case  of  Battleford,  the 
railway  referred  to  construction  economies  and  the  cost  of  acquiring 
suitable  land  for  divisional  facilities  as  the  reasons  for  not  putting 
the  main  line  through  Kamloops. 

Kamloops  was  already  a  divisional  point  of  the  C.  P.  R.  and  there¬ 
fore  did  not  face  the  same  bleak  outlook  as  Battleford.  The  matter 
nevertheless  caused  a  great  deal  of  concern  and  the  final  solution, 

whereby  the  main  line  bypassed  Kamloops  but  the  City  got  a  spur  or 

o 

loop  line,  satisfied  no  one.  Many  of  the  divisional  facilities  were 
built  in  Kamloops.  As  a  result  the  rival  municipality  of  Fruitlands 
opposite  Kamloops  still  had  a  lawsuit  against  the  Canadian  Northern 
Pacific  in  the  courts  as  late  as  1918  for  alleged  breach  of  contract 
in  not  building  all  the  divisional  facilities  there. 

Work  on  the  new  railway  was  begun  on  schedule  in  July  of  1910 
and  proceeded  satisfactorily  until  the  end  of  1911,  although  it  be¬ 
came  evident  fairly  early  that  the  original  construction  plans  and 


1.  There  is  a  good  deal  of  correspondence  on  this  issue  in  the 
McBride  Papers,  It  L  Correspondence  File.  PABC. 

2.  McBride  Papers .  C.  N.  R.  Correspondence  File.  Correspondence  with 
F.  J.  Fulton  and  the  petitions  from  Kamloops1 2  organizations  show  the 
intensity  of  the  feeling  in  that  city. 
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commitments  would  be  difficult  to  meet.  None  of  the  new  mileage  in 
British  Columbia  was  opened  for  traffic  before  1912.  By  the  end  of 
1911*  however,  it  was  quite  clear  that  the  Canadian  Northern  Pacific 
would  be  a  very  different  railway  from  its  parent  on  the  prairies. 

High  construction  standards  and  costs  prevailed  from  the  beginning. 

The  old  balance  between  available  traffic  and  construction  standards 
was  abandoned.  In  British  Columbia  local  traffic  was  much  lighter 
but  construction  costs  much  higher  than  on  the  prairies.  Unlike  most 
of  the  prairie  lines  this  railway  was  intended  as  a  main  line  and 
built  like  one. 

Fewer  branch  and  feeder  lines  were  acquired  in  British  Columbia 
than  elsewhere  in  Canada.  Yet  Mackenzie  and  Mann  did  manifest  the 
same  concern  for  the  development  of  local  traffic  by  becoming  involved 
in  a  number  of  subsidiary  enterprises.  They  acquired  an  interest  in 
the  Canadian  Western  Lumber  Company,  a  company  operating  in  the  Fraser 
Valley  with  a  capacity  of  250,000,000  feet  of  lumber  yearly.  Other 
lumbering,  mining,  fishing,  and  even  whaling  enterprises  received 
attention  from  Mackenzie  and  Mann.  It  was  not,  however,  until  well  after 
1911  that  any  of  these  supporting  enterprises  came  to  play  a  signifi¬ 
cant  role  in  the  affairs  of  the  Canadian  Northern  Pacific  Railway. 

It  was  Mackenzie  and  MannTs  intention  from  the  beginning  to  obtain 
an  entrance  into  the  City  of  Vancouver  for  their  railway.  The  strongly 
entrenched  position  of  the  C.  P.  R.  and  the  difficulty  of  obtaining 
right  of  way  and  suitable  land  for  terminal  facilities  delayed  their 
entrance  into  that  City  for  several  years.  For  the  time  being  Mackenzie 
and  Mann  were  content  to  make  Port  Mann  their  western  terminus  and  await 
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favourable  developments  in  order  to  get  into  Vancouver  proper.  This 
did  not  happen  until  after  1911. 

By  1911  construction  on  the  British  Columbia  road  was  well  advanced 
but  none  of  the  new  mileage  had  yet  been  opened  for  traffic.  Mackenzie 
and  Mann  had  become  as  firmly  established  politically  in  British  Columbia 
as  elsewhere  but  their  railway  did  not  enjoy  the  same  strong,  if  some¬ 
what  unheroic,  economic  base  it  had  on  the  prairies.  A  very  much 
heavier  burden  of  fixed  charges  was  being  placed  on  a  much  weaker  econ¬ 
omic  base.  The  difficulties  of  recession  and  war  found  the  Canadian 
Northern  Pacific  ill  prepared  to  meet  its  onerous  obligations  and  long 
before  construction  was  completed  it  had  become  clear  that  it  would  con¬ 
tinue  for  a  very  long  time  to  be  an  economic  burden  on  the  rest  of 
Mackenzie  and  Mannfs  railway  system. 

In  later  testimony  Mann  indicated  that  he  had  had  considerable  mis¬ 
givings  about  building  to  the  Pacific  when  they  did. 

”1  always  maintained  that  we  should  not  build  east  or  west  until 
we  had  about  five  thousand  miles  in  operation  in  the  prairies,  which 
would  feed  the  lines  east  and  west;  and  my  judgement  then  was  that 
that  was  sufficient  through  traffic  to  make  the  road  pay... The 
British  Columbia  government  had  sent  word  repeatedly  for  some  years 
wanting  us  to  go  over  there,  to  extend  our  line  through  to  the  Pacific 
coast;  and  we  declined  for  a  number  of  years,  thought  it  was  too 
soon,  and  we  finally  went  over  there  and  made  a  contract  to  build  from 
Vancouver  to  Yellowhead  Pass,  to  there  connect  with  the  Canadian 
Northern  Railway.”! 

In  1910  Mackenzie  and  Mann  had  only  3,325  miles, 2  not  5,000,  in 
operation.  They  therefore  built  to  the  coast  much  earlier  than  Mann 
considered  desirable.  The  reason:  ’We  were  in  the  west  and  we  were 


1.  Arbitration,  pp.  2683-2684. 


2.  Canadian  Northern  Railway  Annual  Report .  1910.  p.  24. 
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bottled  up.”^ 

This  was  the  bitter  wisdom  of  1918.  In  1910  and  1911  the  Canadian 
Northern  promoters  struck  a  more  optimistic  note,  ’’Your  Directors  have 
not  only  every  reason  to  anticipate  that  it  (the  Canadian  Northern 
Pacific  Railway)  will  be  finished  within  the  stipulated  time,  but  that 
when  it  is  completed  and  in  operation  it  will  prove  of  tremendous  traf¬ 
fic  advantage  to  the  Canadian  Northern  Railway  System  as  a  whole.’’^ 
Mann  was  sure  the  necessary  5,000  miles  of  prairie  lines  would  be  in 
operation  before  the  Canadian  Northern  Pacific  opened  for  traffic.-^ 
Mackenzie  struck  the  mood  of  1911  when  he  informed  his  shareholders, 
’’the  construction  of  a  line  from  the  western  boundary  of  the  Province 
of  Alberta  to  the  Pacific  Coast  assures  for  your  Railway  the  completion 
of  the  original  project  for  the  establishment  of  a  transcontinental 
service.”^ 


1.  Arbitration,  p.  2684. 

2.  Annual  Report .  1910.  p.  9- 

3.  The  prairies  system  actually  had  5,500  miles  in  operation  when 
the  British  Columbia  road  was  officially  opened  in  1916. 

4.  Annual  Report .  1911.  p.  9. 


. 


:vi- 


.  ...  .  •  ' 

■'  •  ■  ■  ■  •  • .  •  • 

■.  ■  !-  .  d  ■  iJ  >  ■ 

d©  rid  dutf  teis£d  hetelsjqlJs  ©rid  nxi'dix  be  tie  In  U  tnzH 


orxd  ‘jo  9vo*tq  IXitr  di  Acid©* 

.©lotf W  £  ££  TOufr 

:...  ll  t  '  .  .  '  '  ■  : 

.oil  •  ‘  rid*  .  : .  -  *. 

t«*ioblori8'isrie  si  erfw  IX?I  lo  iooa  arid  jfox/'ide  ®isn©^ofsM 

•  oc  xn  '  '-.c  iroxdoxrtdenoo  ©rid” 

..  v.  -'.u.  •..  itro^  iol  esiircex  dBJBoO  oilxcx4!  ©rid  od  ©drscflA  lo 
XxdnonidnooL.  .  £  lo  drier  .  i  *xol  do9r,o'tq  Xsnigiio  ©rid  lo 

■  .  •  r  \  . 


.  •  'ic.  .  <  ‘ 

•  •  .  .  . 

.  .  :  .  €  .  IX  ih  tllo 

/  .  .  .  .  .  •  • 


Conclusion. 


The  Canadian  Northern  Railway  enjoyed  its  greatest  period  of 
expansion  and  prosperity  in  the  years  immediately  following  1909. 

During  these  years  large  contractual  agreements  with  the  Alberta  and 
Saskatchewan  governments  were  negotiated  which  promised  to  provide  the 
kind  of  economic  base  on  the  prairies  that  Mackenzie  and  Mann  considered 
essential  if  their  railway  was  to  be  a  transcontinental  success.  The 
arrangements  and  the  required  government  support  for  a  transcontinental 
line  from  Vancouver  Island  to  Quebec  City  were  negotiated  and  in  1911 
construction  was  proceeding  satisfactorily.  On  paper  Canada’s  third 
transcontinental  railway  had  become  a  reality  and  its  two  promoters 
were  knighted  that  year  by  the  King  in  recognition  of  their  services 
to  the  country  and  the  empire.  The  outline  of  a  very  important  success 
story  was  complete,  many  of  the  details  already  filled  in,  and  there 
was  good  reason  for  believing  that  Mackenzie  and  Mann’s  ambition  to 
build  and  operate  a  successful  transcontinental  railway  would  soon  be 
fully  realized.  "The  outlook  up  to  1912",  D.  E.  Hanna  later  stated, 

"was  all  that  could  be  desired.  There  was  no  cloud  in  the  sky;  every¬ 
thing  was  beautifully  blue;  western  development  was  going  ahead, 
immigration  was  entirely  satisfactory  and  there  was  plenty  of  money."1 

The  basis  of  these  early  successes  and  the  measure  of  Canadian 
Northern  contributions  to  the  Canadian  economy  must  be  sought  in  the 
very  rapid  economic  growth  and  expansion  that  Canada  and  particularly 
western  Canada  experienced  in  the  early  years  of  the  century.  In  the 
parlance  of  W.  W.  Rostow’s  phases  of  economic  development  this  was  the 


1.  Arbitration,  p.  2934. 
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"take-off  period"  in  Canada.  The  early  success  of  the  Canadian  Northern 
Railway  was  in  part  the  result  of  and  in  part  the  cause  of  the  new 
optimistic  economic  outlook  in  Canada.  It  was  as  an  agent  of  national 
growth  that  the  Canadian  Northern  Railway  became  one  of  the  chief  bene¬ 
ficiaries  of  the  very  growth  it  promoted. 

As  an  agent  of  national  growth  the  achievements  of  the  Canadian 
Northern  and  its  promoters  were  essentially  threefold.  They  induced 
foreign  investors  to  inject  immense  amounts  of  investment  capital  into 
the  burgeoning  Canadian  economy,  they  channeled  this  investment  into 
and  themselves  constructed  and  operated  the  most  indispensable  economic 
institutions  of  the  day  -  the  railways  -  thereby  providing  the  neces¬ 
sary  prerequisite  and  a  powerful  stimulus  to  economic  development,  and 
they  helped  to  devise,  modify  and  implement  policies  which  allowed 
Canadian  governments,  fearful  of  direct  involvement  in  railway  owner¬ 
ship,  construction  or  operation,  to  join  in  the  effort  to  promote 
economic  growth  and  progress. 

It  was  in  their  political  and  financial  relations  with  Canadian 
governments  that  the  Canadian  Northern  promoters  became  most  contro¬ 
versial.  Mackenzie  and  Mann,  in  the  words  of  one  of  their  contempor¬ 
aries,  "were  part  of  the  heroic  age  of  Canada."1  The  history  of  the 
Canadian  Northern  was  described  in  1905  as  being  "rich  with  confidence 
in  the  resources  and  development  of  the  great  West,  and  is  full  of 
evidence  of  faith  in  the  country  as  a  whole.  In  its  progress  the 


1.  Martin  Nordegg,  The  Possibilities  of  Canada  are  Truly  Great , 
Unpublished  Autobiography  in  the  Public  Archives  of  Canada, 

p .  200 . 
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combination  of  business  foresight  and  aggressive  energy  with  clear¬ 
headed  logic  and  excellent  practicability  has  proved  irresistible. n-*- 

In  the  1890*  s  Mackenzie  and  Mann  found  only  in  Manitoba  the  kind 
of  economic  optimism  and  expansionist  sentiment  which  formed  the 
raison  dTetre  of  all  their  promotional  activities.  The  economic 
policies  of  Manitoba  to  which  Mackenzie  and  Mann  first  linked  their 
projects  were  largely  the  outcome  of  regional  disappointments  and  dis¬ 
illusionment  s  with  the  cautious  railway  policies  of  the  federal  govern¬ 
ment  and  the  C.  P.  R.  Confident  of  the  future  and  impatient  with  the 
federal  government  Manitoba  politicians,  led  by  Sift on,  fashioned  their 
own  railway  policies.  Mackenzie  and  Mann  accepted  and  implemented  the 
new  regional  policies. 

When  these  proved  successful  in  Manitoba  Sifton  and  his  new  col¬ 
leagues  in  federal  politics  expanded  them  for  national  service.  The 
federal  politicians  found  Mackenzie  and  Mann  as  eager  to  serve  the 
cause  of  national  economic  growth  as  they  had  been  to  serve  the  cause 
of  regional  expansion. 

Unfortunately  the  railway  policies  first  developed  in  Manitoba 
and  later  applied  to  the  entire  country  were  not  equally  suitable  for 
the  economic  requirements  of  all  of  Canada.  The  economic  expansionists 
were  mistaken,  and  many  knew  or  suspected  their  mistake,  in  asserting 
that  central  and  northern  Ontario  and  Quebec,  the  interior  of  British 
Columbia,  and  the  Maritime  hinterland  would  or  could  respond  to  the 
railways  in  the  same  way  as  the  prairies  and  that  the  boom  on  the 

1.  J.  Castell  Hopkins,  The  Canadian  Annual  Review  of  Public  Affairs. 

Toronto,  1905,  p.  629. 
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prairies  could  be  expected  to  continue  indefinitely. 

Much  has  been  said  and  written  about  the  construction  of  unnec¬ 
essary  and  uneconomical  railway  mileage  in  Canada.  This  uneconomical 
mileage  should  be  considered  as  being  of  two  kinds;  the  mileage  once 
needed  but  no  longer  necessary  thanks  to  new  mechanical  and  transporta¬ 
tion  developments,  and  the  mileage  which  was  never  really  needed  to 
service  the  needs  of  the  Canadian  economy  and  was  built  primarily  to 
meet  the  needs  of  unregulated  and  reckless  competition  between  the 
major  Canadian  railway  systems. 

Most  but  not  all  the  prairie  mileage  built  by  Mackenzie  and 
Mann  belongs  in  the  first  category.  It  satisfied  local  needs  at  a 
time  when  no  other  feasible  way  of  meeting  these  requirements  was  in 
sight.  On  the  other  hand  most  but  again  not  all  the  Canadian  Northern 
mileage  in  eastern  Canada  served  no  immediate  and  pressing  needs.  It 
was  built  on  the  hope  of  future  development  and  the  requirements  of 
cut-throat  competition. 

This  competition,  particularly  in  its  most  reckless  forms,  was 
only  made  possible  by  the  willingness  of  Canadian  governments,  partic¬ 
ularly  the  federal  government,  to  grant  railway  assistance  and  subsidies 
without  first  developing  any  comprehensive  and  realistic  national  rail¬ 
way  policy.  Federal  cabinet  disagreements  and  Laurierrs  failure  to 
understand  the  economics,  as  distinct  from  the  politics,  of  railway 
development  were  the  chief  causes  of  the  failure  of  the  federal  rail¬ 
way  policy. 

The  Canadian  Northern  Railway  must  bear  some  of  the  responsibili¬ 
ties  and  receive  some  of  the  credit  for  the  mixed  results  of  Canadian 
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railway  development.  It  contributed  very  substantially  to  the  rapid 
economic  growth  of  Canada  during  the  Laurier  era,  particularly  of 
western  Canada,  but  it  also  built  many  lines,  particularly  the  long 
unproductive  lines  in  Ontario  and  British  Columbia,  where  no  immediate 
and  substantial  economic  growth  was  in  prospect  and  where,  in  many 
cases,  adequate  railway  services  were  already  available.  The  consis¬ 
tent  theme  in  the  history  of  the  Canadian  Northern  Railway  to  1911 
was  that  it  was  always  an  advocate  and  an  agent  of  economic  expansion 
and  national  growth.  In  Canada  this  turned  out  to  be  both  a  very  good 
and  a  very  bad  thing. 
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A.  Official  Railway  Sources. 

1.  Canadian  National  Railways  Records.  (PAC .  R.G.  30) 

The  Canadian  National  Railway  Company  has  deposited  all  its  older 
records  and  those  of  its  predecessors  in  the  Public  Archives  of  Canada. 
These  very  extensive  records  consist  mainly  of  minute  books,  stock 
registers  and  ledgers,  financial  ledgers  and  journals,  and  miscellaneous 
drawings,  blueprints,  agreements  and  correspondence.  They  provide  an 
official  and  reliable  source  of  information  on  the  official  transactions 
and  activities  of  the  railways. 

The  minute  books  of  the  Canadian  Northern  and  most  of  its  constituent 
and  affiliated  companies  are  available.  These  minute  books  were  very  well 
kept  and  provide  a  great  deal  of  basic  information.  The  stock  registers 
and  ledgers  are  less  satisfactory  since  stock  was  not  always  issued  as 
soon  as  it  was  earned  by  Mackenzie  and  Mann.  Large  blocks  of  stock  were 
issued  only  in  1914  when  the  finances  of  the  Canadian  Northern  were 
reorganized.  Much  of  this  stock  had  in  fact  been  earned  much  earlier. 

The  stock  registers  of  acquired  companies  are  generally  more  informative 
than  those  controlled  from  the  beginning  by  Mackenzie  and  Mann. 

The  financial  ledgers  and  journals  are,  for  the  most  part,  of  a 
detailed  nature.  They  are  valuable  in  showing  local  business  conditions 
and  operational  matters,  but  only  of  limited  use  for  a  more  general 
history  of  the  railway.  The  miscellaneous  materials  are  mostly  of  an 
official  nature,  trust  deeds,  agreements  and  contracts  being  the  most 
useful. 

In  total  the  Canadian  National  Railway  records  are  the  most  import¬ 
ant  single  primary  source  used  in  this  study. 

2.  Records  of  the  Canadian  Northern  Board  of  Arbitration.  (PAC . 

R.  G.  22,  2k-) . 

In  the  agreements  whereby  the  Canadian  Northern  Railway  was 
nationalized  in  1917  it  was  provided  that  a  Board  of  Arbitration  be 
established  to  determine  the  fair  value  of  the  common  shares  of  the 
Canadian  Northern  which  were  held  by  Mackenzie  and  Mann.  Lengthy  hear¬ 
ings  in  this  regard  were  held  in  1916  at  which  the  history  and  affairs  of 
the  railway  were  discussed  in  detail.  Numerous  detailed  and  informative 
exhibits  were  filed  and  an  official  transcript  of  the  evidence  presented 
at  the  hearings  was  kept.  This  transcript  proved  very  valuable,  the 
evidence  of  Z.  A.  Lash,  P.  H.  Phippen,  D.  B.  Hanna  and  Donald  Mann  being 
particularly  informative.  The  official  transcript  provides  one  of  the 
best  and  most  comprehensive  statements  on  the  policies,  ambitions  and 
plans  of  the  Canadian  Northern  Railway  and  its  promoters. 

3.  Tabulated  and  Synoptical  Histories  of  Canadian  National  Railways , 

(PAC.  R.G.  22,  Vol.  2325.) 

The  Bureau  of  Economics  of  the  Canadian  National  Railways  has  com¬ 
piled  a  great  deal  of  statistical,  financial,  legal  and  operational 
information  about  the  Canadian  National  and  its  predecessors.  One  of 
the  products  of  the  Bureau’s  efforts  is  a  synoptical  history  compiled  by 
A.  B.  Hopper  and  T.  Kearney.  An  early  edition  of  this  synoptical  his¬ 
tory  was  prepared  in  the  1930’s  but  an  enlarged  and  revised  edition  was 
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brought  out  in  1962.  It  contains  a  vast  amount  of  detailed  and  useful 
facts  and  information.  Most  of  this  information  is  taken  from  official 
company  or  government  sources,  the  value  of  the  compilation  being  that 
it  brings  together  information  on  individual  lines  from  a  great  number 
of  sources. 

A  tabulated  history  of  Railway  Mileage  was  prepared  by  the  same 
Bureau,  giving  detailed  information  regarding  the  official  opening  of 
all  lines  which  later  formed  the  Canadian  National.  On  occasion  there 
is  some  confusion  over  dates  arising  mainly  from  the  fact  that  the  date 
of  the  official  opening  of  a  new  line,  the  date  when  the  first  traffic 
was  carried,  the  date  when  regular  traffic  was  established,  and  the  date 
on  which  the  line  was  deemed  completed  for  subsidy  purposes  were  often 
one  and  sometimes  as  much  as  two  years  apart.  The  date  of  official 
openings  seems  the  easiest  although  perhaps  not  always  the  best  date 
to  use  in  this  connection,  as  was  done  in  this  tabulated  history. 

4a.  The  Canadian  Northern  Encyclopedia.  (C.N.  Headquarters  and  PAC 
Libraries) 

The  Canadian  Northern  Railway  published  a  limited  9  volume  edition 
of  what  it  termed  its  encyclopedia.  This  encyclopedia  was  a  compilation 
of  writings  by  various  of  the  railway ’s  promoters,  agents,  users  and 
supporters.  It  contains  detailed  descriptions  of  the  railway  and  the 
territories  it  served  and  formed  a  very  effective  lobbyist’s  handbook. 

The  most  notable  feature  of  this  encyclopedia  is  the  almost  unlimited 
optimism  it  exudes.  It  was  compiled  and  large  portions  of  it  written 
by  ¥.  H.  Moore  who  gained  the  reputation  of  being  the  Canadian  Northern’s 
chief  emissary  to  the  ” smokef illed  rooms”  of  party  politics.  Its  chief 
value  lies  in  the  fact  that  it  shows  what  the  men  who  built  and  operated 
the  Canadian  Northern  Railway  thought  about  and  wanted  others  to  think 
about  their  railway  and  the  territories  it  served. 

Canadian  National  Railways  Headquarters  Library  sources. 

The  Canadian  National  Railway  has  an  excellent  library  at  its  head¬ 
quarters  in  Montreal  which  subscribed  to  and  has  copies  of  very  many 
railway  books,  periodicals  and  literature. 

In  addition  the  library  has  the  tapes  and  transcripts  of  informa¬ 
tion  gathered  by  G.  R.  Stevens  and  his  research  staff  in  the  writing  of 
the  official  history  of  the  Canadian  National  Railways.  This  informa¬ 
tion  is  at  present  being  indexed  but  I  was  given  an  opportunity  to  use 
a  good  deal  of  it.  The  interviews  Stevens  had  with  various  railway 
officials  and  oldtimers  was  particularly  useful. 

6.  Annual  Reports  of  the  Canadian  Northern  Railway.  (C.  N.  Headquarters. 
Dept,  of  Transport  and  PAC  Libraries) 

The  Canadian  Northern  Railway  issued  its  first  annual  report  in 
1903,  the  first  year  Mackenzie  and  Mann  were  directors  and  chief 
officers  of  the  Company.  After  that  annual  reports,  complete  with 
detailed  maps  as  well  as  financial  and  statistical  information,  were 
issued  regularly.  Similar  information  for  the  period  prior  to  1903 
was  given  by  D.  B.  Hanna  in  the  Arbitration  proceedings.  The  Pres¬ 
ident’s  reports  as  published  in  the  Annual  Reports  give  a  good  insight 
into  the  railway  philosophy  of  the  promoters. 


nftc 


u 


.u  .  d-a:  lo  Jrr..\  :x  cdxv  s.  l  r  2: 


.S'  v-  ■■ d  iii'w  Ji.'  f  • 


VO. 


....  '  .... 

.  .  . •  .  .  '  . 

.  flic'll  eeniX  IJBnLxvxLnx  no  noi^jsffrxolnJc  *ierl.t©^Ow  e^nxi 

.  r.  deux  a  ic 

-j  ;  r-ae  a.  i'O'ij/qe'iq  e..  v  i  \-ll.  -tfulith  1c  del.  a.  j  vJ 
lo  sninoqo  -Led  '  :  ijj3 

xe  •  .•  .Isnoidj  nslbsnsO  slid  d  ■ ie4  fi  . . 

•  •  ■.  ...  d  .  ..  d  V.  ■.  v  10V  . 6J  '  I  ■  V 

:  f.  .  •  v  .  '.  .  ’  ■.  ,  .  .  cnoc  .  ic  HI  2  '  ■ 

9i  ...  oi;ll£'iJ’  'xbJxj^s'I  noriw  .  ..  . 

1©  91  ©v;  E  9  3 'll'.::  '  V.jXed  il  id  OsJ’E-..- ..•09  i  9' 1991  o  ',  ©nil  odd  1: 1  HO 

J.  i  ■*»  4. 

.  d  ’  :..  o.  ■  ■  •  9.  .  .  ol  ■  .  .  C£  d 


oj  :  dor  a  ,w  c  .  v.jdc  ■'  :-.  -ex..- 


CrfdJx  .  9  Ofio  £i  1993  3gfIXnS 


■.  ;;i.:  .  ;'9^r,l;.:i9o  aide  rtl  onol  .  c£  .n  ...dosnnoo  ;.  ddj  rii  sen  cc 


.  -  La. . 


V 


a  ;  . .  ?■  r 


,  .  >  9  V  ',J  ;  SCX-  : 

r:OXOi: 


‘ .  .  o  ;a  ■  • 


j.O 


b  n  ic  art;  Lc 

. 


.  ,_VJ  ••L.’- ..- L.  d  -  do  • .  d_  v 

o.  .-  •;  •; 

Lid  '  . i  -  - 

:  .  .  .  .•  ac  2  di  j.  , 

.  . .  a  1  -  .  ■  -  (>  .  uoJhi&M 

;  .  . d.  •  -  e rid  sn  J ,  .•  s  .  ij  ..  •  d  d  :  » 

ofv.  d';  '  ovidoolle  ;isv  o.  k  d  dra  Levies  Jd 
oeo  and.  ;;x  .sxi  s qc do vqro  xdrd  1c  91.  \  ..sd  ©da-dan  dao:n 

1  •  9  IB, .  .  il  J  d  IE X 

a  ,  ... 

d  •  io  n  .—  d. .  .  sedan©  tiii 

\d-  jc,.:  d:,r  d.dc  erfw  ns  :  arid  J-£fi.  3  d.c  d>:rid  drr'J  ©do  nx  esxl  o....v 
:.  .;.  J  v  .  -..  .v  Lsdn-'.'w  jneed?  2>  .juij  /vw^xad  mo/ldiLd  r:..  ix.  rx  .  o  .J 

.  '*V10c  v  C  d.  .  .  X11C  1  0:  -  ...’..  I  '  .  •.  .  . 


*  • 


xiada 


-  .  o..  •  v  d  d::  • 


. 


xqo 


.  : 


'  x  r  d.-c  r  ; 


■  y  .  ■ ■  -  ' 

x  n  .d  . 

■:.  ,.  9:  dec-:  d:  .xi.:v  .".d  ad.  :.  i8..iaa: 

.  1  .  -  *1  .  .  ...  . 

arid  iicxcxid  b  nl 


d.  d  •  a.  ;;  nl  ':‘u 


L 

-  a c oc da  ._  xcdllo  edd 


..  .  ti  59q.  a  9rla  3 an  qa.s'K  j:.. 

L  CV  .0'  O'  •  a.  fl.  o  .  .  T.>- j..  . 

>d:  '  d .  X  .  .  ;.  w  .  .  _.  .(do  .  xd.dxnxL  o  r  d.c 

■  j  ,dca  .  ,'u  (  r.svda  3K;.  .  ,  .  ..  . ox ..s Lax  j  nx9u  o.-scO-c  ox  cd:  . . : dd 

sfi  e«  . 

.  1.  <:!.>  ...  .  .  ::  I01.  3i v,  x-  .  do  Jd  ..a  x  V.  d 


r 

.  .  -  .  .  :"rrj  - 

•  •  y 


v.  d J: . - .  '•  .;  djic  caxiac  x d  odd  da  sda  '0  ..  naa. 


v(/.ci;.a  x  _  L  ■_  _  L  d_ 

.  .  •  .  •  .  .  ill  .  '..  .- 

d  d  x  ;.?:...  iad-'".  •:  a  - nxa  .  .  1  z.2:  aneq  Jsixd:  odd  V- 

d.  d  C  tLoC  •  •  •  ...  ■  .  j  C  IC-dd  .  ,  ■  s;  Oxd  ‘  .•  'Cdd'd 

d.  .  •  Lbs  u  ..  d  1  X  .  . • 

LCC-l  oj  ici'iq 


— •  ■ 

uri^xenx  xco 


'dir-  ©.io  '. noxjv ciolax  1.. —d 'I,.  .  v.xi*  Xxr4  pr:  .1©  :.cx 
d  id,  ■  2  '  .  ...  .(•  aovdrj  cxv 

ect'ioqsit  XjsujinA  odd  nx  Jberieilduq  ex  eiiccsi  ef  rnsix 


.oxxnq  v»:xx.  • 


;  4 


281 


B.  Official  Government  Sources. 

1.  Privy  Council  Records. (PAC  R.G.  2) 

The  Privy  Council  was  the  government  authority  which  gave  final 
approval  to  the  payment  of  various  subsidies  to  individual  railways. 
Before  1904  it  was  also  the  main  regulatory  agency  for  the  railways 
and  all  top  level  agreements  and  arrangements  between  the  railways 
and  the  government  were  approved  either  by  Order  in  Council  or  through 
special  legislation.  The  Orders  in  Council  and  the  supporting  records 
document  the  action  taken  by  the  highest  authority  in  the  executive 
branch  of  the  government  in  its  relations  with  the  railways. 

2.  Statutes  of  Canada. 

A  large  number  of  federal  statutes  relating  to  the  Canadian 
Northern  Railway  and  its  affiliates  were  passed.  These  are  the  best 
source  of  information  on  the  precise  agreements,  commitments  and  the 
official  relations  between  the  government  and  the  railways. 

A  Statutory  History  of  all  Canadian  statutes  and  some  Orders  in 
Council  relating  to  railways  has  been  compiled  by  the  Department  of 
Transport  and  provides  a  useful  guide.  The  majority  of  these  statutes 
are  acts  of  incorporation,  acts  to  assist  the  railways  in  one  form  or 
another,  or  acts  to  give  the  railways  certain  rights  and  powers  or  to 
restrict  their  activities  where  necessary. 

3.  Debates  of  the  House  of  Commons  -  Hansard. 

Railway  questions  received  an  immense  amount  of  parliamentary 
attention  throughout  the  period  studied.  Hansard  records  numerous 
references  to  the  Canadian  Northern  Railway  as  well  as  to  other  Can¬ 
adian  railways.  Unfortunately  Members  of  Parliament  were  oftoi  ill 
informed  about  exact  amounts  of  aid  granted,  construction  costs,  rail¬ 
way  capitalization,  and  other  important  matters  relating  to  the  rail¬ 
ways  about  which  they  spoke.  Bond  guarantees  and  outright  subsidies 
were  confused  with  surprising  frequency  and  the  total  assistance  a 
railway  might  legally  earn  was  often  taken  as  the  amount  actually  earned. 
In  general  other  sources  of  information  in  this  regard  are  more  reliable, 
the  parliamentary  debates  frequently  generating  more  heat  than  light. 

The  debates  are  important,  however,  because  they  reflect  public 
opinion  as  well  as  political  motivation  and  considerations.  What  lead¬ 
ing  politicians  thought  and  believed  was  often  of  far  greater  import¬ 
ance  than  factual  accuracy.  The  debates,  in  short,  are  a  very  useful 
political  source. 

k*.  Records  of  the  Department  of  Railways  and  Canals.  (PAC,  R.  G.  43) 

The  Department  of  Railways  and  Canals  had  far  ranging  responsi¬ 
bilities  in  the  inspection  of  newly  built  lines,  the  payment  of  federal 
subsidies  and  a  variety  of  legal  and  operational  matters.  The  records 
of  the  department  are  particularly  useful  in  showing  the  legal  and 
financial  arrangements  between  the  government  and  the  railway.  They 
contain  a  great  deal  of  information  of  a  fairly  technical  nature  but 
also  provide  valuable  insights  into  the  relationships  of  the  railway 
with  the  Ottawa  bureaucracy  and  with  influential  federal  politicians. 
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5 .  Board  of  Railway  Commissioners 1  Records.  (PAC,  R.G.  46) 

The  Board  of  Railway  Commissioners  had  wide  regulatory  powers, 
including  regulation  of  rates  to  be  charged  on  assisted  railways  and 
the  arbitration  of  the  many  disputes  arising  between  competing  rail¬ 
way  companies  or  between  the  railways  and  their  patrons. 

Prior  to  1911  the  rates  charged  by  the  Canadian  Northern  were 
generally  lower  than  the  maximums  allowed  by  the  Board  and  there  were 
few  major  disputes  in  this  regard.  This  was  so  primarily  because  the 
rates  prescribed  by  the  Manitoba  agreements  were  lower  than  the  maximums 
allowed  by  the  federal  Board.  It  was  not  until  after  1911  that  import¬ 
ant  Canadian  Northern  rates  cases  were  heard  by  the  Board  of  Railway 
Commissioners. 

The  most  important  Canadian  Northern  cases  heard  by  the  Board 
before  1911  related  to  the  establishment  of  joint  terminals,  the  by¬ 
passing  of  Battleford,  the  operation  of  only  partially  completed, 
uninspected  and  unapproved  lines,  and  several  rather  bitter  but  local 
disputes  with  other  railways. 

6.  Sessional  Papers. 

Several  interesting  papers  and  returns  on  the  Canadian  Northern 
Railway  as  well  as  on  other  railways  were  tabled  in  the  House  of  Com¬ 
mons.  Unfortunately  a  number  of  these  were  not  published  or  only 
partially  published,  while  the  original  sessional  papers  for  this 
period  were  lost  in  the  1916  fire  in  the  Parliament  Buildings. 

The  most  frequently  consulted  sessional  papers  were  the  annual 
reports  of  the  Department  of  Railways  and  Canals.  These  were  published 
both  in  the  sessional  papers  and  for  general  distribution.  The  appen¬ 
dices  and  statistics  accompanying  these  reports  provide  much  useful 
factual  information  although,  as  later  government  investigations  were 
to  demonstrate,  they  also  failed  to  report  on  a  number  of  important 
matters,  the  most  important  being  depreciation  on  which  neither  the 
department  nor  the  Canadian  Northern  Railway  kept  any  detailed  infor¬ 
mation. 

Other  sessional  papers  during  the  period  before  1911  relating  to 
the  Canadian  Northern  contained  little  information  not  available  in 
other  official  sources.  After  1911  the  financial  affairs  of  the  rail¬ 
way  received  a  great  deal  of  attention  and  several  detailed  reports  and 
returns  were  prepared.  These,  however,  were  largely  superseded  by  the 
even  more  detailed  financial  information  provided  for  the  use  of  the 
Canadian  Northern  Board  of  Arbitration  in  1918. 
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C.  Official  Provincial  Government  Sources. 

Eight  of  the  ten  provincial  governments  successfully  negotiated 
contracts  and  agreements  with  the  Canadian  Northern  Railway  or  with 
Mackenzie  and  Mann.  Among  the  official  records  of  these  provincial 
governments  the  provincial  orders  in  council  and  supporting  documents 
are  probably  the  most  informative.  These  are  very  similar  in  nature 
to  the  federal  Orders  in  Council  and  show  the  official  transactions 
between  the  railway  and  the  various  provincial  governments.  The 
provinces  also  issued  their  own  sessional  papers,  including  several 
relating  to  the  Canadian  Northern. 

In  the  case  of  several  provinces  the  official  papers  of  the 
Premier Ts  Office  and  the  premiers  private  papers  are  not  clearly 
separated.  Since  most  of  these  papers  are  essentially  private  papers 
I  have  listed  them  under  that  category. 
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D.  Private  Papers,  Ottawa. 

1.  Laurier  Papers,  (PAC,  M.G.  26,  G.) 

It  would  be  very  difficult  to  write  any  railway  history  for  the 
period  between  1896  and  1911  without  frequent  reference  to  the  exten¬ 
sive  materials  and  documentation  available  in  the  private  papers  of 
Sir  Wilfrid  Laurier,  and  they  have  been  used  extensively  in  this  study. 
They  add  much  to  a  proper  understanding  of  the  political  importance  of 
the  railways.  Laurier  approached  the  country’s  railway  problems  as  a 
politician  and  his  papers  give  a  good  account  of  the  political  dimensions 
of  the  Canadian  railway  boom  of  the  early  1900Ts.  In  an  age  when  rail¬ 
ways  and  politics  were  rarely  separated  this  source  is  of  the  utmost 
importance. 

2j_  Sifton  Papers,  (PAC.  M.G.  22,  II,  D-l£) 

Next  to  Laurier  the  most  important  politician  influencing  the 
affairs  of  the  Canadian  Northern  Railway  was  undoubtedly  Clifford 
Sifton.  While  a  member  of  the  provincial  government  of  Manitoba  he 
negotiated  the  first  successful  bond  guarantee  with  Mackenzie  and  Mann. 

In  his  later  career  as  Minister  of  the  Interior  and  for  some  time  after 
his  resignation  from  the  federal  cabinet  he  remained  a  warm  supporter 
and  friend  of  the  Canadian  Northern. 

The  Sifton  Papers  are  somewhat  disappointing.  It  seems  that  the 
most  interesting  matters  in  which  Sifton  became  involved  were  either 
not  committed  to  paper  or  the  relevant  documents  were  subsequently 
destroyed.  Many  of  the  available  letters  are  short  and  sufficiently 
vague  that  they  can  only  be  fitted  together  with  the  benefit  of  fairly 
detailed  knowledge  of  the  situation.  The  most  interesting  and  informa¬ 
tive  Sifton  letters  were  noted  and  copied  by  J.  W.  Dafoe  when  he  was 
preparing  his  biography  of  Sifton.  These  letters  were  used  extensively 
in  this  study  although  a  good  deal  of  additional  information  was  found 
by  a  careful  reading  of  the  rather  extensive  papers  of  Clifford  Sifton. 

3.  Hays  Papers ,  (PAC.  M.G.  30.  A-4) 

Charles  M.  Hays  was  the  general  manager,  later  president,  of  the 
Grand  Trunk  Railway,  and  president  of  the  Grand  Trunk  Pacific.  His 
papers  consist  of  a  typescript  copy  of  some  very  interesting  and 
informative  correspondence  passing  between  Hays  and  Sir  Charles  Rivers- 
Wilson,  the  President  of  the  Grand  Trunk  at  the  time  when  the  Grand 
Trunk  Pacific  was  being  built.  The  relations  of  the  Grand  Trunk  Pacific 
with  Mackenzie  and  Mann  are  discussed  at  length  in  this  correspondence 
which  formed  a  prime  source  in  documenting  the  crucial  negotiations  of 
1903  and  1904  which  eventually  led  to  the  construction  of  two  new 
transcontinentals.  The  letters  passing  between  Hays  and  Wilson  present 
a  remarkable  candid  view  of  the  objectives  and  methods  of  the  Grand 
Trunk  Pacific  Railway. 

4.  Borden  Papers,  (PAC ,  M.G.  26,  H. ) 

Most  of  the  Borden  Papers  relate  only  to  the  period  after  1911. 
Before  that  date  Borden  took  only  a  limited  interest  in  and  probably 
had  only  incomplete  knowledge  of  the  affairs  of  the  Canadian  Northern. 
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The  very  bulky  Canadian  Northern  files  in  the  Borden  Papers  for  the 
period  after  1911  contain  relatively  few  really  revealing  references 
to  the  history  of  that  railway  before  that  date. 

A  small  accession  of  additional  Borden  Papers  which  were  received 
at  the  Archives  some  time  after  the  main  collection  provided  some 
extremely  valuable  correspondence  and  documentation  on  the  La  Presse 

affair  of  1903  and  1904. 

5.  Meighen  Papers.  (PAC.  M.G.  26.  I.) 

Meighen,  like  Borden,  became  very  much  involved  in  the  affairs  of 
the  Canadian  Northern  after  1911  but  his  papers  contain  only  scattered 
references  to  the  history  of  the  railway  before  that  date.  Meighen 
carefully  informed  himself  of  the  financial  affairs  and  obligations  of 
the  Canadian  Northern  but  these  are  fairly  well  documented  in  official 
sources.  His  papers  shed  little  new  light  on  other  early  affairs  and 
the  history  of  Mackenzie  and  Mann’s  enterprises. 

6.  Macdonald  Papers.  (PAC .  M.G.  26.  A.) 

Macdonald  probably  never  heard  of  Mackenzie  and  Mann.  Yet  the 
policies  of  his  government  and  their  implications  and  particularly 
western  Canadian  reactions  to  federal  railway  policies,  were  an  import¬ 
ant  factor  in  the  historical  background  and  early  success  of  the  Can¬ 
adian  Northern  Railway.  The  Macdonald  Papers  were  used  in  this  study 
as  a  source  on  important  aspects  of  federal  railway  policies  in  the 
1880Ts  and  1890’ s.  The  Canadian  Northern  Railway  was  in  large  measure 
western  Canada’s  reply  to  these  policies. 

7.  Porteous  Papers.  (PAC,  M.G.  29.  B-24) 

C.  E.  L.  Porteous  was  the  financial  agent  of  William  Mackenzie  and 
James  Ross  in  the  1890’ s.  His  papers  contain  a  great  deal  of  informa¬ 
tion  on  Mackenzie’s  political  and  financial  activities  during  that 
decade.  The  affairs  of  the  Toronto  Street  Railway,  the  Yukon  Railway 
debacle,  Mackenzie’s  political  interests  in  North  Victoria  and  his 
relations  with  Sam  Hughes  are  all  dealt  with  in  considerable  detail. 

These  papers  provide  a  valuable  source  of  information  about  a  period 
in  Mackenzie’s  career  of  which  comparatively  little  is  known. 

8.  Martin  Nordegg  Memoirs .  (PAC .  M.G.  #30,  B-10) 

Nordegg  was  a  German-bom  financier  and  developer  of  mineral 
claims.  He  was  a  pioneer  in  the  Alberta  coal  mining  industry  where  he 
became  a  business  partner  with  Mackenzie  and  Mann.  His  memoirs,  entitled 
The  Possibilities  of  Canada  are  Truly  Great .  describe  Nordegg’ s  experi¬ 
ences  in  prospecting  and  financing  and  relate  his  encounters  with  politi¬ 
cal  and  industrial  figures  of  the  day.  As  a  partner  of  Mackenzie  and 
Mann,  Nordegg  makes  a  number  of  interesting  comments  about  their 
business  activities. 

9.  Thomas  White  Papers.  (PAC ,  M.G.  27,  II.  D-I8) 

Thomas  White  was  first  elected  to  the  House  of  Commons  and  became 
Minister  of  Finance  in  1911.  He  was  one  of  the  Liberal  businessmen  who 
broke  with  Laurier  and  the  Liberal  party  on  the  reciprocity  issue.  Before 
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1911  White  was,  among  other  things,  manager  of  the  National  Trust  Company. 
This  was  one  of  the  trust  companies  with  which  the  Canadian  Northern 
was  closely  associated  and  had  extensive  dealings.  White  was  therefore 
well  acquainted  with  the  financial  affairs  of  that  railway.  His  papers 
contain  approximately  three  feet  of  correspondence  and  documentation  on 
the  Canadian  Northern  Railway  but  most  of  it  relates  to  the  period  after 
1911.  The  few  references  to  pre-1911  events  add  little  that  cannot  be 
obtained  from  official  sources. 

10.  George  Graham  Papers.  (PAC.  M.G.  27.  II.  D-8) 

George  Graham  became  Minister  of  Railways  and  Canals  in  1907, 
succeeding  H.  R.  Emmerson.  Emmerson  as  a  Moncton  man  was  regarded  as 
being  hostile  to  the  interests  of  the  Canadian  Northern.  He  was  not  a 
successful  minister  and  his  administration  was  marked  by  several  serious 
reverses  for  Mackenzie  and  Mann.  Graham,  on  the  other  hand,  was  a 
political  friend  of  Sifton  and  Premier  Scott  of  Saskatchewan  and  more 
sympathetic  with  the  objectives  and  requests  for  aid  from  the  Canadian 
Northern.  His  papers  contain  several  interesting  and  revealing  letters 
to  Laurier,  Sifton,  Scott,  and  Mackenzie  and  Mann.  Graham’s  promotion 
to  the  railways  and  canals  portfolio  marks  the  beginning  of  Liberal  dis¬ 
illusionment  with  the  Grand  Trunk  Pacific  Railway. 

11.  J.  W.  Dafoe  Papers,  (PAC,  MJG.  ^0,  D-12) 

Dafoe  was  the  editor  of  the  Manitoba  Free  Press,  a  Winnipeg  news¬ 
paper  owned  by  Clifford  Sifton.  Most  of  his  papers  relate  to  the  period 
after  1911  but  they  include  several  interesting  letters  relating  to 
railway  affairs  before  1911.  Sifton  frequently  wrote  Dafoe  in  consider¬ 
able  detail  about  the  policies  to  be  advocated  by  the  newspaper,  although 
it  seems  clear  from  a  reading  of  the  available  correspondence  that  not 
all  of  Sifton’ s  activities  were  fully  communicated  to  Dafoe. 

12.  Minto  Papers.  (PAC.  M.G.  22,  II,  B-l) 

Governor  General  Minto ’s  papers  contain  several  references  to  the 
Canadian  Northern  Railway  and  a  large  number  to  various  political  mat¬ 
ters  in  Canada.  Minto  often  made  notes  after  important  meetings  with 
Laurier  and  other  cabinet  ministers.  Some  of  these  notes  relating  to 
meetings  at  which  Canadian  Northern  affairs  were  discussed  were  very 
informative.  In  addition  there  are  a  number  of  letters  written  by 
Minto ’s  Secretary,  Arthur  Sladen,  reporting  on  political  affairs  in 
Canada  during  those  periods  when  Minto  was  away.  Several  of  these  were 
very  interesting,  and  clearly  indicate  both  Minto ’s  and  Sladen’ s  dis¬ 
taste  for  what  they  regarded  as  corrupt,  venal  and  petty  Canadian 
politics.  The  situation  was  only  redeemed  by  the  high  regard  in  which 
they  held  both  Laurier  and  Borden. 

13.  Fitzpatrick  Papers .  (PAC ,  M.G.  27.  II,  C-l) 

Charles  Fitzpatrick  was  Canadian  Solicitor  General  from  1896  to 
1902  and  Minister  of  Justice  from  1902  to  1906  and  an  influential  member 
of  the  Laurier  Cabinet.  He  was  widely  regarded  as  one  of  Clifford 
Sifton’ s  chief  rivals  and  opponents  in  the  cabinet  and  not  sympathetic 
to  the  Canadian  Northern.  His  papers  contain  only  a  few  references  to 
the  Canadian  Northern  and  none  of  these  are  as  informative  as  the 
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memoranda  he  wrote  for  Laurier  on  several  occasions  when  the  affairs 
of  that  railway  were  before  the  cabinet.  These  are  included  in  the 
Laurier  Papers.  As  an  easterner  Fitzpatrick  reflected  the  more  cautious 
attitudes  towards  railway  subsidies  and  guarantees  prevalent  in  a  region 
of  Canada  which  already  had  sufficient  railways. 

14.  Foster  Papers.  (PAC.  M.C.  22,  II,  D-2) 

Sir  George  Foster  was  a  Conservative  cabinet  minister  before  1896 
and  after  1911.  During  the  years  1904  to  1911  he  was  one  of  the  chief 
opposition  critics  and  frequently  denounced  the  government rs  railway 
policies.  The  Foster  Papers  at  the  Archives  are  apparently  only  a 
portion  of  his  papers  and  contain  only  scattered  and  not  particularly 
illuminating  references  to  railway  affairs  prior  to  1911. 

15.  Sir  Lomer  Gouin  Papers.  (PAC .  M.G.  27.  III.  B-4) 

Sir  Lomer  Gouin  was  Premier  of  Quebec  from  1905  to  1920  and  a 
federal  cabinet  minister  from  1921  to  1924.  His  papers  contain  several 
documents  concerning  the  legal  affairs  of  the  Canadian  Northern  Railway 
and  a  number  of  letters,  memoranda,  notes  and  press  clippings  referring 
to  the  affairs  of  Mackenzie  and  Mann.  Several  letters  from  Thomas  Cote, 
the  Managing  Editor  of  La  Presse  in  1903-4,  are  included  but  these 
unfortunately  add  little  information  regarding  the  details  of  the  1904 
transactions  involving  that  newspaper. 

16.  Philippe  Auguste  Choquette  Papers.  (PAC.  M.G.  27,  II,  E-3A) 

Choquette  was  a  Liberal  Member  of  Parliament  from  1882  to  1898, 

a  judge  from  1898  to  1904,  and  a  senator  from  1904  to  1916.  His  papers 
contain  several  references  to  the  Liberal  party  press  and  organization 
in  Quebec,  including  several  rather  general  references  to  the  purchase 
of  La  Presse  and  to  Mackenzie  and  Mannfs  activities  in  Quebec. 

17.  F.  H.  Brewin  Papers.  (PAC.  M.G.  22,  II,  H-l) 

Brewin  was  A.  G.  BlairTs  brother-in-law  and  his  papers  consist  of 
one  letter  from  Blair  in  which  the  one  time  minister  of  railways  and 
canals  explains  the  circumstances  of  his  resignation  from  the  cabinet. 
Policy  differences  with  Laurier  regarding  the  Grand  Trunk  Pacific  Railway 
are  blamed.  A  covering  letter  from  Brewin  to  the  Dominion  Archivist 
repeats  the  statement  that  policy  differences,  not  the  suspicion  of 
scandal,  drove  Blair  from  the  cabinet. 

18.  Marcus  Smith  Papers .  (PAC .  M.G.  29.  A -19) 

Marcus  Smith  was  a  civil  engineer  who  did  a  great  deal  of  railway 
survey  work  and  took  a  keen  interest  in  the  proposal  to  build  a  railway 
to  the  Yukon.  His  papers  contain  several  interesting  letters  regarding 
Mackenzie  and  MannTs  involvement  in  the  scheme. 

19.  H.  J.  Morgan  Papers.  (PAC .  M.G.  29.  G-27) 

H.  J.  Morgan  was  the  author  of  several  biographical  studies  and 
dictionaries.  His  papers  consist  of  notes,  press  clippings,  correspond¬ 
ence  and  other  materials  accumulated  in  the  preparation  of  these  bio¬ 
graphical  dictionaries.  Included  is  some  interesting  biographical  mater¬ 
ial  on  men  prominent  in  the  affairs  of  the  Canadian  Northern  Railway. 
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20.  H.  W.  D,  Armstrong;  Memoirs ,  (PAC ,  M.G.  30 «  A-l) 

Harry  Armstrong  was  a  civil  engineer  who  was  closely  associated 
with  the  building  of  several  railways,  including  some  of  the  early 
Canadian  Northern  lines.  His  memoirs  contain  interesting  references 
to  the  surveying  and  construction  of  these  railways  and  to  the 
personality  and  habits  of  its  promoters. 
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E.  Private  Papers  in  Provincial  Archival  Institutions . 

1.  Greenway  Papers.  (PAM) 

Thomas  Greenway  was  premier  of  Manitoba  from  1888  to  1900.  An 
extensive  collection  of  his  papers  is  available  at  the  Public  Archives 
of  Manitoba.  These  include  numerous  references  to  railway  affairs  but 
not  the  primary  documentation  relating  to  the  early  negotiations  between 
the  provincial  government  and  Mackenzie  and  Mann.  Greenway  often  appears 
as  a  reluctant  follower  of  his  more  strong-minded  colleague,  Clifford 
Sifton,  in  these  negotiations. 

2.  Scott  Papers.  (PAS) 

Walter  Scott  was  Premier  of  Saskatchewan,  from  1905  to  1916  and  his 
papers  provide  an  unusually  rich  source  of  documentation  on  the  very 
close  partnership  which  developed  between  western  political  leaders  and 
the  Canadian  Northern  Railway.  Scott  took  a  personal  interest  in  and 
was  passionately  devoted  to  securing  more  and  better  railway  facilities 
for  his  province.  His  personal  relations  with  the  promoters  of  the  Can¬ 
adian  Northern  were  cordial  and  his  support  of  that  railway  contributed 
greatly  to  its  early  success  in  Saskatchewan. 

3.  Motherwell  Papers.  (PAS) 

Motherwell  as  Minister  of  Agriculture  and  Provincial  Secretary  of 
Saskatchewan  from  1905  to  1918  was  an  influential  member  of  Premier 
Scott’s  cabinet.  His  papers  reflect  his  keen  interest  of  railway  expan¬ 
sion  during  the  early  history  of  the  province.  They  include  several 
files  which  show  his  attempts  to  obtain  particular  extensions  and  new 
lines  of  railway. 

Rutherford  Papers .  (University  of  Alberta  Library) 

The  papers  of  Alexander  C.  Rutherford,  Premier  of  Alberta  from  1905 
to  1910,  contain  a  number  of  letters  and  documents  relating  to  negotia¬ 
tions  and  contracts  with  the  Canadian  Northern  Railway.  Most  of  these, 
however,  relate  to  appointments  made  with  Mackenzie  and  Mann  or  to  dis¬ 
cussions,  the  subject  of  which  is  only  vaguely  referred  to. 

1*.  Ross  Papers,  (PAQ) 

During  his  tenure  as  Premier  of  Ontario  from  1899  to  1905  George  W. 
Ross  supported  several  of  Mackenziers  electrical  and  railway  projects  in 
Ontario.  His  papers  contain  several  letters  in  which  provincial  railway 
and  electrical  power  policies  and  Mackenzie’s  involvement  in  them  are 
discussed. 

6.  Whitney  Papers,  (PA0) 

Mackenzie  and  Mann’s  greatest  railway  building  program  in  Ontario 
came  during  the  years  when  James  P.  Whitney  was  Premier.  The  relations 
of  Mackenzie  with  the  provincial  government  from  1905  to  1914  were  often 
determined  not  only  by  railway  matters  but  also  by  Mackenzie’s  important 
involvements  in  the  Niagara  electrical  development  projects.  The  manner 
in  which  Mackenzie  accommodated  his  electrical  interests  to  the  demands 
of  the  provincial  government  is  documented  in  the  Whitney  Papers.  This 
had  a  direct  effect  on  the  subsequent  railway  policies  of  the  Ontario 
government . 
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7.  McBride  Papers .  (PABC) 

The  private  papers  of  Premier  Richard  McBride  of  British  Columbia, 
1903-1915 >  are  included  in  a  collection  of  papers  marked  as  records  of 
the  Premiers  Office.  Approximately  400  pages  of  both  private  and 
official  materials  relating  directly  to  the  Canadian  Northern  Pacific 
Railway  were  located  and  these  reveal  in  considerable  detail  the 
negotiations  leading  to  the  signing  of  the  Canadian  Northern  Pacific 
Railway  contract  and  the  close  relations  which  developed  between  the 
Premier  and  the  railway  promoters.  The  less  extensive  papers  of 
earlier  British  Columbia  premiers,  notably  Dunsmuir  and  Turner,  also 
contain  interesting  references  to  the  British  Columbia  projects  of 
Mackenzie  and  Mann  at  the  turn  of  the  century. 
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F.  Newspaper  Sources. 

Newspaper  sources  were  used  somewhat  sporadically  in  this  study. 
Except  for  several  Manitoba  newspapers  during  the  first  five  years  of 
the  Canadian  Northerns  history  I  have  not  done  a  comprehensive  search 
of  any  ne\^spapers.  Instead  local  newspapers  were  consulted  for  those 
dates  when  important  provincial  or  local  contracts  were  being  negotiated 
or  when  Canadian  Northern  affairs  were  receiving  a  good  deal  of  attention, 
either  locally  or  nationally.  The  newspaper  indexes  in  several  archival 
institutions  and  in  the  C.  N.  Headquarters  Library  in  Montreal  were 
very  useful.  In  addition  the  numerous  extracts  from  newspapers  and 
railway  periodicals  which  were  made  by  Col.  Stevens1  research  staff 
provided  valuable  references. 
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Go  Secondary  Sources. 

The  secondary  sources  available  for  a  study  of  this  kind  are  very 
numerous  if  all  the  writings  on  railway  economics,  financing,  operations, 
construction,  politics  and  sociological  and  cultural  effects  are  taken 
into  account.  The  available  materials  in  railway  journals  and  periodicals 
alone  is  immense.  A  complete  listing  of  all  such  sources  would  be  an 
enormous  undertaking.  It  does  not  seem  justified  in  the  present  case  be¬ 
cause  only  very  few  of  the  available  secondary  sources  relate  directly  to 
the  affairs  of  the  Canadian  Northern  Railway  and  many  of  those  that  do  are 
of  a  highly  technical  or  detailed  nature.  Thus  it  seems  expedient  to  list 
only  those  secondary  sources  frequently  referred  to  and  found  particularly 
useful  in  the  preparation  of  this  thesis.  This  bibliography  does  not 
include  all  the  sources  read  or  consulted. 

1.  England,  Robert,  The  Colonization  of  Western  Canada.  London,  1936. 

2.  Fleming,  H.  A.,  Canada* s  Arctic  Outlet:  A  History  of  the  Hudson  Bay 
Railway .  Berkeley  and  Los  Angeles,  1957. 

3.  Glazebrooke,  G.  P.  de  T.,  A  History  of  Transportation  in  Canada, 

New  Haven,  1936. 

4.  Hanna,  D.  B.,  Trains  of  Recollection,  Toronto,  1924. 

5.  Hedges,  James  B.,  The  Federal  Railway  Land  Policy  of  Canada,  Cambridge, 
1934. 

6.  - Building  the  Canadian  West,  New  York,  1939. 

7.  Jackman,  W.  T.,  Economics  of  Transportation,  Toronto,  1926. 

8.  MacGibbon,  D.  A.,  The  Canadian  Grain  Trade .  Toronto,  1952. 

9.  -  Railway  Rates  and  the  Canadian  Railway  Commission,  New  York, 

1917. 

10.  Mackintosh,  W.  A.,  Economic  Problems  of  the  Prairie  Provinces, 

Canadian  Frontiers  of  Settlement  Series,  Vol.  l+,  Toronto,  1935. 

11.  Martin,  Chester,  Dominion  Lands  Policy,  Canadian  Frontiers  of  Settle¬ 
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Appendix  I. 

Capitalization  and  Funded  Debt  of  the  Canadian  Northern 


Railway  Company  on  30  June  1911. 

Capital  Stock 

Guaranteed  Bonds  and  Debenture  Stock 
yfo  Stock  (Canada  -  1903) 

3 Stock  (Canada) 
k%  Bonds  (Manitoba  -  1904) 
k%  Bonds  (Manitoba  -  1901) 

U/o  Bonds  (Manitoba  -  Terminals) 

1$  Bonds  (Manitoba  -  1910) 
i$>  Stock  (Saskatchewan  -  1909) 
k%  Stock  (Alberta  -  1909 ) 

Total  (in  dollars) 

k%  Perpetual  Consolidated  Debenture  Stock 
5%  Income  Charge  Convertible  Deb.  Stock 
Land  Grant  Bonds 

1899  $2,000,000. 

1909  $4,513,346. 

Car  Trust  Obligations 
Current  Liabilities 


£1,923,287 

£1,263,698 

£2,497,800 

£1,180,600 

£616,438 

£587,671 

£1,375,000 

£872,845 


$70,000,000. 


$49,097,159. 

$38,964,720. 

$15,000,000. 


$  6,513,346. 
$12,472,192. 
$  5,134,598. 


1.  Only  the  $70,000,000.  of  capital  stock  represent  equity  capital. 
All  the  bonds,  debenture  stock  and  other  liabilities  were  direct 
obligations  of  the  railway. 
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Appendix  II. 


j-j: And  Funded  Debt  of  Affiliated  Companies  on  30  June  191 1  . 


Canadian  Northern  Ontario  Railway 
Capitalization 

Ont.  Guar.  Debentures 

$  250,000. 
$7*860,000. 

$  8,110,000. 

Canadian  Northern  Quebec  Railway 
Capital!  zation 

C.  N.  Guar.  Debenture  Stock 

$9*550,000. 

$8,725,511. 

$18,275,511. 

Quebec  and  Lake  St.  John  Railway 
Capitalization 

C.  N.  Guar.  Perpetual  Deb.  Stock 

$4,524,000. 

$4,586,347. 

$  9,110,347. 

Duluth,  Winnipeg  and  Pacific  Railway 
Capitalization 

First  Mortgage  Debenture  Stock 
Duluth,  Rainy  River  &  Pac.  bond 

$3,060,000. 

$6,646,323. 

$2,000,000. 

Halifax  and  South  Western  Railway 
Capitalization 

$1,000,000. 

Central  Ontario  Railway 

Capitalization 

First  Mortgage  Bonds 

$3,340,000. 

$1,000,000. 

$  4,340,000. 

Bay  of  Quinte  Railway 

Capitalization 

First  Mortgage  Bonds 

$1,395,000. 

$  880,000. 

$  2,275,000. 

Irondale,  Bancroft  and  Ottawa  Railway 
Capital!  zation 

First  Mortgage  Bonds 

$  53,500. 

$  450,000. 

$  503,500. 

QuTAppelle,  Long  Lake  and  Saskatchewan  Railway 
Capitalization 

C.  N.  Guar.  Bonds  $5*083, 582. 


Note:  These  were  the  figures  as  given  in  the  Railway  Statistics  of  the 
Department  of  Railways  and  Canals.  They  varied  slightly  from  month  to 
month.  Not  included  are  several  large  bond  issues  which  had  already 
been  approved  on  June  30,  19H,  the  end  of  the  railway  year,  but  had 
not  yet  been  issued.  The  most  notable  of  these  are  the  bond  issues  of 
the  Canadian  Northern  Pacific  Railway,  the  Canadian  Northern  Ontario 
Railway,  the  Canadian  Northern  Western  Railway  and  the  Edmonton,  Yukon 
and  Pacific  Railway,  later  the  Canadian  Northern  Alberta  Railway.  A 
number  of  additional  bond  issues  were,  of  course,  negotiated  and  issued 
after  1911. 
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Appendix  III, 


Miles  of  Railway , 

The  total  number  of  miles  of  railway  owned  and  operated,  includ¬ 
ing  leased  lines,  at  the  close  of  the  fiscal  year  ended  June  30th,  1911, 
was  3,731.40  miles,  made  up  as  follows: 


Province  of  Ontario 
Province  of  Manitoba 
Province  of  Saskatchewan 
Province  of  Alberta 
Territory  of  Keewatin 
State  of  Minnesota 


356.60  miles 
1,752.28  miles 
1,312.90  miles 
221.42  miles 
44.50  miles 
43.70  miles 


3,731.40  miles 

Through  amalgamations  and  new  construction,  charter  rights  for 
most  of  which  were  already  in  Mackenzie  and  MannTs  possession  in  1911, 
the  Canadian  Northern  Railway  System  eventually  comprised  9,433.4  miles 
on  June  30th,  1917. 

The  C.  P.  R.  had  a  total  of  11,756  miles  of  railway  in  operation 
on  June  30th,  1911.  Of  this  total  1,392  miles  were  in  Manitoba,  1878 
in  Saskatchewan  and  1677  in  Alberta.  On  the  same  date  the  Grand  Trunk 
Pacific  and  its  affiliates  had  1,378  miles  which  had  been  officially 
opened  for  traffic.  All  these  figures  refer  to  mileage  officially 
opened  and  in  operation.  In  1911  the  Canadian  Northern  had  much 
additional  mileage  under  construction. 
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Appendix  IV. 


Note 


These  are  the  figures  provided  by  Canadian  Northern  officials  at  the 
request  of  the  Commission  of  Enquiry  into  Railways  and  Transportation, 
1916.  C.  N,  Vol.  2194.  Answer  to  Question  No.  4. 

Several  items  were  challenged  later  by  members  of  the  Canadian  Northern 
Board  of  Arbitration  and  others.  The  inclusion  of  discounts  on  securi¬ 
ties  under  receipts  is  unusual,  and  the  lack  of  proper  depreciation 
or  amortization  funds  aroused  criticism.  Canadian  Northern  officials 
argued  that  because  no  completely  new  transcontinental  railway  system 
could  ever  be  built  (the  first  part  would  be  worn  out  before  the  last 
was  completed) ,  the  proper  standard  of  valuation  and  amortization  was 
a  railway  in  good  operating  condition.  The  deferred  charges  reflect 
the  Canadian  Northern  officials T  estimate  of  the  measure  to  which 
their  railway  failed  to  meet  the  good  operating  condition  standard. 

The  Board  of  Arbitration,  as  might  be  expected,  devoted  a  good  deal 
of  its  attention  to  this  item. 


Sources  of  all  Money  Expended  for  Road  and  Equipment :  June  30.  1916. 


RECEIPTS 

Capital  Stock  issued  on  account  of  construction, 
acquirement  of  stock  of  other  co.,  etc. 

Capital  Stock,  constituent  companies 
Amount  realized  from  sale  of  securities 
Amount  realized  from  equipment  securities 
Total  Subsidies  received 

Amount  realized  from  sale  of  stock  of  C.  N.  Prairie 
Lands  Co.  and  C.  N.  Coal  and  Ore  Dock  Co. 

Amount  realized  from  land  sales 

Due  other  Companies  on  Construction  Account 

Current  Liabilities,  Payrolls,  Accounts,  etc. 

Steamship  Replacement  Fund 

Equipment  Replacement  Fund 

Discount  on  Securities,  etc. 


$100,000,000.00 

5,872,100.00 

307,511,309.42 

37,233,871.13 

28,000,222.50 

618,606.45 

16,603,295.62 

16,666,957.26 

12,994,152.11 

3,289,543.92 

1,212,727.44 

37.089.056,37 

567.091.842.22 


DISBURSEMENTS 

Cost  of  Road  and  Equipment 

Other  Investments 

Land  Grand  Bonds 

Terminal  and  other  properties 

Cash  in  Bank,  Materials  on  hand. 

Insurance  paid  in  advance 

Deferred  Charges 


522,112,711.84 
1,123,393.55 
1,657,500.00 
5,922,945.63 
Accounts  receivable  35,345,840.09 

682,906.11 

246.545.00 

567.091.842.22 
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Statement  of  Cash  Subsidies  and  Bonuses  Received:  June  30 .  1916. 


DOMINION  GOVERNMENT 

Canadian  Northern  Quebec  Railway 
Canadian  Northern  Ontario  Railway  (Jas.-Bay) 
Canadian  Northern  Ontario  Railway  (Tor.-Ott) 
Canadian  Northern  Ontario  Railway  (Ott.-Pt.A.) 
Canadian  Northern  Ontario  Railway  (Hawk.-Ott.) 
Canadian  Northern  Railway 
Canadian  Northern  Alberta  Railway 
Halifax  and  South  Western  Railway 
Canadian  Northern  Pacific  Railway 


ONTARIO  GOVERNMENT 

Canadian  Northern  Railway 


BONUSES 

City  of  Port  Arthur 
Town  of  Parry  Sound 
Town  of  Trenton 


50,000.00 

20,000.00 

14,000.00 


707,568.03 

1,872,960.00 

1,363,122.39 

10,424,627.71 

367,872.00 

2,000,332.00 

3,094,104.00 

1,364,210.00 

5.648.626.37 

26,843,422.50 


1,072,800.00 


84,000.00 


Total  28,000,222.50 
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